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PART 1. 

EXCHANGE FLUCTUATIONS AND TARIFF DUTIES, 



Committee on Ways and Means, 

House of Representatives, 

Washington, December 5, 1920, 

The committee met at 10.30 o'clock a. m., Hon. Joseph W. Fordney 
(chairman) presiding. 

STATEMENT OF MB. FRANKLIN W. HOBBS, OF BOSTON, MASS., 
BEPRESENTINQ NATIONAL ASSOCIATION OF WOOL MANXJ- 
FACTUBEBS AND THE SPINNEBS' ASSOCIATION. 

The Chairman. The committee will come to order. We have 
some gentlemen here to be heard on wool and on the exchange value 
of imports. We will call Mr. Franklin W. Hobbs, of Boston. 

Mr. Green. Are the wool manufacturers to be heard on anything 
except the matter of exchanges ? 

The Chairman. No; they want to be heard on the question of 
the serious condition of the wool industry at the present time. They 
are asking for some temporary relief by Congiess to save them from 
bankruptcy prior to a general revision of the tariff. 

Mr. Young. Has any bill been introduced yet ? 

The Chairman. No. A statement has been prepared, however, 
which I have before me, and a copy of which was sent to every mem- 
ber of the committee last night.' The statement was prepared by 
these gentlemen showing the purpose of their visit here and the 
reasons for asking to be heard. 

Mr. Hobbs. I am one of a committee representing the National 
Association of Wool Manufacturers and the Spinners' Association. 
We came to Washington to present certain ideas with reference to 
the question of exchange and the effect that it has had on the domestic 
industries and on the question of imports. We did not come with 
any idea that there was to be a hearing of your committee, but 
vesterday we were advised by your chairman that the meeting 
had been called and, of coiu'se, we were only too glad to be heaid 
and to explain and put before you the ideas that we have in mind, 
but perhaps not in such great detail or with as much evidence as 
you might desire to have presented at a later time. 

It is needless to go at any great length with any of you gentlemen, 
into the very distressing conditions in business in the country at the 
present time; in the west, the wool growers; the cotton growers, and 
general conditions throughout the country. In the eastern part of 
the country, in the manufacturing districts, practically everywhere 



6 EXCHANGE FLUCTUATIONS AND TARIFF DUTIES. 

the mills aie either closed entirely or running very short timb, and 
there is a general paralysis of business. 

Among other causes that is due to a certain extent to the great 
increase of imports the past year, and we are fearful that when you 
take up, as you are about to take up, the question of the revision of 
the tariff, as has always, been the case in the past, the imports will 
increase to a very alarming extent in anticipation of any increase of 
duties, so that having in mind the time which it would of necessitv 
take to prepare a new bill we can see that the question of imports will 
be a very serious menace to tl>e industries of the country during that 
period. All business to-day, as I say, is prostrated, and it seems as 
if there should be some sort of emergency legislation put through 
now that would as far as that could remedy the distressful conditions 
that exist, so that it might go into effect as soon as possible, to pre- 
vent the great flood of imports that will come otherwise. 

One of the things that has impressed us the more we have studied 
the matter is this question of the effect that the foreign exchange 
situation has upon the imports, and I think that possibly the com- 
mittee which I represent may take less of your time if I run through 
this very brief memorandum which we have drawn up on the subject. 

Mr. Garner. Would it not be as well to have it inserted in the 
record as it is and then make such comrnents as you wish ? I think 
Congress ought to have the benefit of these suggestions. 

The Chairman. We will insert it in the record. 

(The statement referred to is as follows :) 

A PLAN FOR EQUALIZING CHANGES IN TARIFF DUTIES DUE TO FLUCTUATIONS IN 

EXCHANGE. 

When the Underwood-Simmons law was enacted, all nations were on a gold basis. 
At the present time, with the exception of the United States and Japan, all nations 
are on a paper basis, and some are on a printing-press basis. 

The United States import tariff is built on the assumption that exchange con- 
ditions with the chief trading coimtries will remain comparatively stable. Neither 
by law nor by regulation are the present unstable conditions adequately provided 
for. The currency of some countries is now almost worthless in American money, 
and that of even such important commercial countries as England and France shows 
marked depreciation. There is no ground for expectation that normal or even steady 
rates of exchange will be restored for several years. 

The plan proposed herewith is designed to restore purchases in foreign money to 
the same relative value in American dollars that they had in 1914. The two parts of 
the plan are as follows: 

1. The present regulations by which duties are assessed on the basis of the foreign 
purchase values in depreciated currencies should be rescinded, and all duties pro- 
vided in the present tariff schedule should be collected on the basis of the foreign 
cost of normal rates of exchange, or if the foreign invoice is in United States money, 
the difference between the current rate of exchange of the country of origin at the 
time of purchase and the normal rate of exchange should be added to the invoice, 
and the duty collected on the total. In this way there would be restored the amount 
of duties intended to be collected under the present tariff law. 

2. In order to correct the present alarming possibilities for dumping huge quan- 
tities of raw and manufactured products from countries with depressed currencies, 
it is proposed that in the case of all foreign purchases, whether dutiable or not, the 
Federal Government shall collect in the form of an equalizing charge on all imports, 
in addition to any duties provided by the tariff law, the difference between the amount 
paid the foreign seller figured at the current rates of exchange and the same amount 
figured at the normal rate of exchange. The equalizing charge thus provided for 
might be limited to say 30 per cent of the foreign value of the merchandise at par of 
exchange. 
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Under the present distreesing conditions of business in this couniay, with the 
increasing amount of imports now coming in, and with the impossibility of tariff 
revision before the lapse of many months, some immediate action is imperative in 
order to save certain industries from destruction. I^ome emergency legislation ^ould 
be passed immediately, and we believe the suggestions made offer more generfd and 
more certain relief than any other plan thus & proposed. 

We also call your attention to the fact that in the making of an^r tariff bill for pro- 
tection of American producers, or to prevent the dumping of foreign goods into the 
American markets, the ciurent rates of exchange of the different coimmes will have 
to be considered. OUierwise the tariff bill would have its effectiveness impaired 
by every important change in the value of foreign cmrencies. 

Concrete examples of the operation of the plan are given as follows: 
1. Purchase of merchandise in England duty free. 
Current exchange, $3.49. 
Normal exchange, $4.8665. 

Cost under prevailing system. 

Purchase of mdse. in England 
amoimting to £1,000, ex- 
change at $3.49 $3, 490. 00 

Duty, none 

Cost of mdse. to American 
purchaser 3, 490. 00 



Cost under proposed plan. 

Purchase of mdse. in England 
amounting to £1,000 $3,490.00 

Chaive necessary to bring 
value of exchange to par 1, 376. 50 

Cost of merchandise to Ameri- 
can purchaser 4,866.50 



The equalizing charge in this case is equivalent to a duty of 39.44 per cent ad 
valorem. ^ 

2. Purchase of merchandise in England dutiable at 35 per cent. 



Cost under proposed plan. 

Purchase of merchandise in 
England amounting to 
£1,000 at current exchange. $3, 490. 00 

Charge necessary •to bring 
value of exchange to par 1, 376. 50 

Value at par of exchange 4, 866. 50 
Duty, 35 per cent 1, 703. 27 

Cost of merchandise to 
American purchaser. . 6, 569. 77 

The equalizing charge and duty in this case are equivalent to 88.24 per cent ad 
valorem. 
3. Purchase of merchandise in France dutiable at 35 per cent. 



Cost under prevailing system. 

Purchase of merchandise in 

England amounting to 

£1,000, exchange at $3.49.. . $3, 490. 00 
Duty, 35 per cent 1, 221. 50 

Cost of merchandise to 
American purchaser. . 4, 711. 50 



Cost under prevailing system. 

Purchase amountingto 10,000 francs, 

exchange at 6 cents $600 

Duty, 35 per cent 210 

Cost of merchandise to Ameri- 
can purchaser 810 



Cost under proposed plan. 

Purchase amounting to 10,000 
francs, at current exchange. . $600 

Charge necessary to bring value 
of exchange to par 1, 330. OC 



Value at par of exchange . 1, 930. 00 
Duty, 35 per cent 675. 50 

Cost pf merchandise to 
American purchaser. . . 2, 605. 50 

The equalizing charge and duty in this case are equivalent to 334.25 per cent ad 
Talorem. 
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4. Purchase of merchandise in Germany dutiable at 35 per cent. 



Cost under prevailing system. 

Purchase amounting to 10,000 

marks, exchange at 1.5 cents.. |150. 00 
Duty, 35 per cent 52. 50 

Cost of merchandise to 
American purchaser. . . . 202. 50 



Cost under proposed plan. 

Purchase amounting to 10,000 
marks at current exchange. . . $150. Of 

Charge necessary to bring value 
of exchange to par 2,230.00- 

Value at par of exchange . 2, 380. 00" 
Duty, 35 per cent 833. Oa 

Cost of merchandise to 
American purchaser... 3,213.00- 

The equalizing charge and duty in this case are equivalent to 2,042 per cent ad 
valorem. 

Note. — ^The equalizing charge should not in any case exceed 30 per cent of the- 
invoice at the normal rate of exchange. 

Wages. — ^Based on current rates of exchange, wages in the United States now are 
three times wages in England, six to seven times wages in France, and 13 to 14 time» 
wages in Germany. 

Exchange. — ^From February to December the pound sterling (par $4.8665) fluctuated 
from $3.19 to $4.07; present quotation, $3.44. The French franc (par 19.3 cents)^ 
from 8.62 cents to 5.70 cents; present quotation, 5.86 cents. German mark (par 23.8 
cents), from 4 cents to 1 cent; now 1.32 cents. 

Mr. Hawley. If I understand the proposition on page 1 of thia 
memorandum, which has been placed in the record, the first para- 
graph provides that when an invoice is rendered in foreign money 
that the tariff shall be collected on that at the gold value of the 
foreign money. 

Mr. HoBBS. Yes, sir. 

Mr. Hawley. In the second paragraph it provides that when such 
invoice is rendered there shall be an addition to the tariff on the 
goods at the gold value of the foreign standard. 

Mr. HoBBS. Yes, sir. 

Mr. Hawley. And it provides for an additional 30 per cent of the 
difference between the depreciated value of their credit instruments 
and the gold value. 

Mr. HoBBS. That is right. If I may, I would just comment on 
this memorandum to bring some points out. 

Mr. Garneb. That is not my understanding of these provisions^ 
I wish Mr. Hawley would state that again. 

Mr. HoBBS. On the 17th of November, 1919, by an Executive 
order under a statute that was passed in 1799, but which has still 
continued, the President and the Secretary of the Treasury issued 
an order that after that date whenever our consul in any foreign 
port stated on the invoice the prevailing rate of exchange in that 
country at that time the duties called for by the present law should 
be assessed on that rate of exchange on the value of the depreciated 
currency. 

That was November 17, 1919, so that since that date there has 
not been levied the amount in dollars that it was planned to levv 
at the time the present law was passed. In the case of England., 
there is being levied on imports that are dutiable about two-thirds 
of the amount that would have been levied on the gold basis of par. 
In the case of France there is about one-third, and it gets down to 
Germany and Austria and is so low that we have not tried to figure 
it. That is the proposition that we maintain, that the intent of that 
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law was that certain amounts of duty should be levied and that 
under this Executive order these amounts are not now being levied, 
and we surest that that order should be canceled and that the 
duties shomd be levied for the amount baded on the value of the 
American dollar and not on the depreciated exchange. 

Mr. Garner. Will you be good enoiigh to put the law and Execu- 
tive order into the record ? 

Mr. HoBBS. I have it right here. 

The Chairman. It may be inserted in the record at this point. 

(The statement referred to is as follows :) 

STATEMENT OF THE LAW AND REGULATIONS RELATIVE TO THE ASSESSMENT OP DtTELES 
AT AD VALOREM RATES ON GOODS IMPORTED INTO THE UNITED STATES WHERE THERE 
HAS BEEN A DEPRECIATION IN FOREIGN CURRENCIES OR A DEPRECIATION IN THE 
VALUE IN UNITED STATES CURRENCY OP FOREIGN MONEYS. 

Merchandise imported into the United States and subject to ad valorem rates of 
duty is assessed upon the basis of its wholesale market value existing in the principal 
markets of the country from whence shipped upon the dates of exportation. (Sec. 
3, Par. I, tariff act of Oct. 3, 1913). It has been held that such market value 
is the value at which the merchandise is freely offered for sale for domestic consump- 
tion in the country from which it has been exported (U. S. v. Passavant, 169 U. S., 
16). 

These foreign values when thus ascertained are converted into our currency at the 
proclaimed values in United States currency for the respective standard foreiga coin. 
(The said proclaimed values in our currency are estimated quarterly by the Director 
of the Mint and proclaimed by the Secretary of the Treasury (28 Stat., 522, sec. 
25 of the act of Aug. 27, 1894). This practice is followed when conditions are normal 
and there has been no appreciation or depreciation in either the foreign currencies 
or in the value in United States currency of the particular foreign money specified 
in the invoice. For a long time the said proclaimed value of the British pound ster- 
ling has been $4.8665, for the franc $0,193, and for the lire $0,193. 

'"Method by which allowance of duty; can be obtained by importers at the time of 
entry when there has been a depreciation in the foreign currency or a depreciation 
in the value of the United States currency of the foreign money specified in the 
invoice. ' ' 

Section 2903 of the Revised Statutes of the United States reads as follows: 

"The President may cause to be established fit and proper regulations for estimating 
the duties on merchandise imported into the United States in respect to which the 
original cost shall be exhibited in a depreciated currency, issued and circulated under 
auSiority of any foreign Government.'* 

(a) This statute was passed many years ago. The Presidents of the United States, 
acting in pursuance of the authority granted 4» them under said statute, have issued 
from time to time various regulations. The regulation under which the various 
departments of the Government have been working since 1896 is known as ''Article 
692 of the Consular Regulations of the United States for 1896." Said Article 692 
has been amended at various times by the Executive without any material change 
until on or about November, 1919, when a decided amendment was made to said 
article, which is hereinafter referred to. Said article 692 provided prior to November, 
1919, that when a foreign currency has depreciated, a currency certificate (form 144) 
must be attached by the American consul to the consular invoice. This form must 
show the percentage which the foreign currency has depreciated and must also state 
the total depreciated value of the foreign currency expressed in the particular foreign 
coin. If said form 144 is attached showing the information as stated, the imi)orter 
upon his entry may s*how the depreciated value in the foreign currency, which is 
then converted into United States currency at the value in our currency for the 
particular foreign coin, as estimated by the Director of the Mint, under authority 
granted him by said section 25 referred to above. It may be helpful if what I say 
IS illustrated with figures. 

Suppose, for example, the foreign market value of a particular commodity purchased 
in En^and was £600-0-0 and at the time the invoice was consulated there was a depre- 
ciation of 20 per cent. Form 144 would show the depreciation of 20 per cent and the 
totd depreciated value, namely, J&480-0-0. Twenty per cent of £600 being £120 and 
deducted from £600 is £480; £480 would then be converted by the importer upon 
his entry at $4/8665, which is the proclaimed value in United States currency for the 
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British pound sterling, equal $2,336. Duty would then be assessed upon this value, 
namely, $2,336. If said Form 144 is not attached to the consular invoice, no allowance 
for a depreciation in the foreign currency will be made. It is to be noted in this con- 
nection that said section 2903 and said article 692 of the said Consular Regulations 
prior to the amendment hereinafter referred to on November 17, 1919, made no provi- 
sion for a deduction in the payment of duty upon merchandise because of any depre- 
ciation in the value in United States currency of the foreign money specified in the 
invoice. The said statute and said article 692 prior to November 17, 1919, only recog- 
nized the depreciation in the foreign currency. 

(6) On November 17, 1919, the President of the United States did, however, ofl&cially 
recognize the fact that there was a depreciation in the value in United States currency 
of foreign moneys, and consequent! v issued an Executive order amending said ar- 
ticle 692. (This was published in f . D. 38187, Nov. 17, 1919). Said article 692 as 
amended, provided that if a form known as 144 A was attached to the consular invoice 
showing the value in United States currency of the foreign money specified in the 
invoice as of the date of consulation of the invoice that duty would be assessed at the 
time of entry at the said depreciated value in United States currency upon the said 
certificate. For example, take the same foreign value as referred to previously, ^£600, 
and assuming that the depreciation was the same, namely, 20 per cent; Form 144A 
would show the value in our money for the pound sterling to be $3.90, which is approxi- 
mately 20 per cent off of $4.8665. The invoice would show £600, but it would be 
converted into the dutiable value at the rate of $3.90, which would make $2,340, 
which is approximately the same dutiable value in dollars as the previous illustration. 
The duty would be assessed upon this value, namely, $2,340. (As a matter of practice, 
said fonns 144A are not always attached to the consular invoices, but the information 
required by the said forms is either stamped or printed upon the consular invoice.) 
This amendment to the said article 692 of the consular regulations is the first official 
act by which the importer has the privilege of paying duties upon the basis of the 
depreciation of the value in United States currency, so far as I have been able to 
ascertain, at the time of entry. 

** Method by which allowance of duty can be obtained by importers when there has 
been a depreciation in the foreign currency or a depreciation in the value of the 
United States currency of the foreign money specified in the invoice after entry has 
been made and after liquidation." 

Section 25 of the act of August 27, 1894, contains the following proviso: 

^Provided, That the Secretary of the Treasury mav order the reliquidation of any 
entry at a different value whenever satisfactory evidence shall be produced to him 
showing that the value in United States currency of the foreign money specified in the 
invoice was, at date of certification, at least 10 per cent more or less than the 
value proclaimed during the quarter in which the consular certification occurred.'* 

It is to be netted that under said section 25 no refund of duty on account of any de- 
preciation in United States currency of the foreign money specified in the invoice 
can be had unless the Secretary of the Treasury directs the collector of customs to do 
so, and further the Secretary can not order the reliquidation of any particular entry 
unless (1) the depreciation or appreciation was at least 10 per centum, and (2) "satis- 
factory evidence shall be produced to hifa, "etc. It is entirely discretionary with the 
Secretary whether or not he is obliged to take any action under said proviso upon the 
evidence presented to him with reference to any particular entry. 

Attention is also called to the fact that at the time of entry before November 17, 
1919, an importer was entitled under said R. S. 2903 and said article 692 to an allowance 
of duty because of a depreciation in foreign currency. Since November 17, 1919, in 
consequence of said statute and the Executive amendment to said article 692, this 
allowance is granted at the time of entry either because of a depreciation in the foreign 
currency or because of a depreciation in the value in United States currency of the 
particular foreign money. The importer was and is entitled to receive this allowance 
at the time of entry regardless of the percentage of the depreciation. He is entitled 
to an allowance of duty even if the depreciation is only 1 per cent, whereas after 
entry and after liquidation the percentage of dei>reciation under the proviso of said 
section 25 must be at least 10 per cent before the importer is entitled to apply to the 
secretary for a refund of duty because of said depreciation in the foreign currency. 

The Secretary of the Treasury decided favorably and ordered reliquidation of entries 
against whidi protests had been filed in the case of the depreciation in--r 

Italian currency, T. D. 37486, January 25, 1918. 

French currency, T. D. 37883, January 20, 1919. 

British currency, T. D. 38363 April 9, 1920. 

Respectfully submitted . 

Joseph F. Lockett. 

Boston, Mass., November 1^ 1920, 
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Mr. HoBBS. That is the first proposition. 

Mr. Hawley. I want to see if I have understood you. Take the 
case of an English invoice. 

Mr. HoBBS. On page 3 of the memorandum. 

Mr. Hawley. At the bottom of page 2. 

Mr. HoBBs. That was on the free list. That proposition is all 
right; that is a very good example. 

Mr. Hawley. You propose to add to the invoice as given in 
England a sufficient amount to bring it up to the gold value of the 
pound. 

Mr. HoBBs. That is the idea. 

Mr. Hawley. And then in the other instances, on page 3, before 
you attach the duty, you add to the invoice rendered m England or 
m any other foreign country ? 

Mr. HoBBS. Yes, sir. 

Mr. Hawley. You add to the invoice rendered in such country a 
sufficient amount to bring the base of the invoice up to the gold 
value of the pound, mark, or franc ? 

Mr. HoBBs. That is right. 

Mr. Hawley. And then levy the duty upon that ? 

Mr. HoBBs. Then levy the duty on the standard value, not on the 
depreciated value, varying with every country. 

Mr. Green. Would not that give England a tremendous advantage 
to begin with over countries whose exchange is much more de- 
preciated ? 

Mr. HoBBS. The other coimtries now have a tremendous advantage 
over England, as long as you mention England. 

Mr. Green. Our imports from those countries are very much more 
than those from England. 

Mr. HoBBS. That is due to internal conditions, which we think 
will rectify themselves, but having that point in, mind we have sug- 
gested here that in no case this special levy should exceed 30 per 
cent of the value. 

Mr. Hawley. Of the difference between. 

Mr. HoBBS. That the difference between 'it and this special levy 
should not exceed 30 per cent of the normal value of the mvoice. 

Mr. Tread WAY. What do you mean by normal ? 

Mr. HoBBS. Gold basis. 

Mr. Hawley. For instance, you take the invoice rendered in 
pounds sterling ? 

Mr. HoBBs. Yes, sir. 

Mr. Hawley. And you take the depreciated currency value there ? 

Mr. HoBBS. Yes, sir. 

Mr. Hawley. Then subtract that from the gold value of the pound 
and take 30 per cent of the difference ? 

Mr. HoBBs. No; take 30 per cent of the value at the par of ex- 
change on the gold value and then whatever this amount should be 
should not exceed 30 per cent of the gold value of what should 
be the invoice. 

For instance, take the illustration on page 3 of my memorandum; 
I can explain that on the cost under the proposed plan of 1,000 
pounds sterling. Purchase of merchandise irom England, in illus- 
tration 2, amounting to 1,000 pounds sterUng, exchange at $3.49, 
making $3,490. The chaise necessary to bring the value of the ex- 
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change to par is $1,376.50, making the value at par of gold exchange 
$4,866.50. 

Now, our point is that this $1,376.50 in this particular case should 
never exceed 30 per cent of the par value of the invoice or par of 
exchange. In this case it is less than 30 per cent. 

Mr. Hawley. Then you would not bring that to the value of the 
gold pound ? 

Mr. HoBBS. It would in that case cross 30 per cent, or fourteen 
hundred and some dollars. In the case of France, in the next illus- 
tration, the amount necessary there to bring it to par, to the $1,330^ 
against the $600 depreciated value, we would so measure that that it 
would not be over 30 per cent of the $1,930. 

The Chairman. If I may interrupt for information, your figures 
on page 3, or wherever you have given these illustrations of com- 
parisons, are based on the ad valorem ? 

Mr. HoBBs. Yes, sir. 

The Chairman. What difference would it make, if any, if that was 
a specific duty ? It would have to be figured on the ad valorem basis, 
whatever that specific amounted to; any ad valorem would be based 
upon your figures here. 

Mr. HoBBS. Where the duty was specific I do not think the duty 
should be changed, but bringing the par value of the invoice up to 
par would be the same. 

The Chairman. The duty specific would be on the quantity and 
not upon the value. 

Mr. HoBBS. It would not affect the duty but it would be an equal- 
izing charge to bring the value up to what it cost the American pro- 
ducer on the gold basis to produce against the foreign producer to 
produce on the depreciated basis. 

The Chairman. It would not affect the specific duties at all? 

Mr. HoBBS. No, sir; not as regards duty. 

The Chairman. A ton of hay from Canada pays $2 a ton. This 
plan if enacted into law would not affect that rate ? 

Mr. HoBBS. It would not affect the $2, but it would put an equiva- 
lent of an additional duty of about 15 per cent on hay on account 
of the depreciated value of the Canadian dollar. The second part of 
the proposition would automatically put on a duty. 

The Chairman. In that way it would raise specific duties because 
it would include also an ad valorem. 

Mr. HoBBS. It would raise the total duty. It would not change 
the specific duty but it would automatically affect the total. 

The Chairman. Suppose a ton of hay was brought into this country 
and sold at $10. The duty on that is $2 a ton. If their depreciated 
currency over there was 50 per cent and that hay was brought in at 
$5, we would add 30 per cent or $1.50, making a total of $3.50 duty 
on the ton of hay. 

Mr. HoBBS. I think that is right. 

Mr. Green. Have you considered any other plan for rectifying this 
apparent difficulty that we have now? For example, levying a uni- 
form rate, providing that in all cases the duty should not be less a 
certain specific amount, which, of course, would be paid in American 
money. Then all goods would pay the same amount from each 
nation. Under this plan they all would pay different amounts on 
the same kinds and qualities of goods. 
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Mr. HoBBs. Of course, there is that question about different 
amounts, but after all what we had in mind and what has seemed to 
be the real intent was to put the American producer on a parity. 
We were not worrying so much about the disadvantage of any foreign 
nation, but we wanted to put the American producer on a parity with 
all nations, and the only way you can do that is to have those whose 
credit is bad paj the penalty, hot upon our markets, and practically 
putting a premium on imports from nations whose credit is poor as 
against the American producer. 

Mr. Green. I do not think you mean that literally, that you were 
not worrying about other countries. You, of course, remember that 
they may enact discriminating duties as well as we can, and we are 
exporting large amounts now, aild we do not want our exports cut off. 

Mr. HoBBs. Not at all. THat is quite right; but at the present 
moment we are discriminating to allow this condition to exist as 
against this condition here wiui the German mark at the prevailing 
rate to day, it having gone down over 10 per cent since we figured 
this. It would take a duty to bring the (German imports to a fair 
basis with the American producer of over 2,000 per cent as against 
the eighty-odd per cont in England. 

The Chairman. In other words, Mr. Hobbs, under existing condi- 
tions, we are collecting from Great Britain but two-thirds of the duties 
that we should collect, as provided by law or as the law intends ? 
' Mr. HoBBs. y-es, sir. 

The Chairman. In other words, we are collecting from Great Britain 
six hundred and sixty-six one-thousandths of what we would be 
entitled to collect, while from Germany we are only collecting one two- 
thousandth part of what we are entitled to. Is. that right? 

Mr. HoBjfes. I think it is; one two- thousandth part. In order to 
bring it up to an equality with other countries, they should pay 2^000 
as againsti ^8, to bring it to the same relative basis as the American 
procmceri 

Mr. Tkeadway. Thirty per cent will not bring it up. You are 
suggestj/ng limiting it to 30 per cent. 

Mr. HoBBs. It is startling, the situation that confronts the Ameri- 
<5an iniiustries on this particular point. We only suggest this 30 per 
-cent as about what it now takes on English exchange. Then the 
advantage would lie with all the other nations of the world as against 
England. 

fr. Treadway. It would be pretty difficult to adjust that. 
\t. Hobbs. Extremely. 

'. Treadway. It could be figured out, but it would be enor- 
mously large. 

Mr. Hobbs. There is nothing exact or sacred about that 30 per 
•CTOt, answering your question, but what we desire to put before yoti 

lost emphatically is that as the situation now stands a tremendous 

injustice is being done the American producer of wool cloth or cotton 

loth, or anything else. No matter what the manufacturer may bei, 

le is put in a perUous condition as regards the import condition, and 

is startling, thi^ question of Germany. Furthermore, as we say 
this memorandum, we caU attention to the fact that in making 
Iny tariff bill for the protection of the American producer or pre- 
venting the dumping of foreign goods into American markets, the 
<iurrent rates of exchange in the different countries will have to be 
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considered, otherwise the tariff bill would have its effectiveness 
impaired by every important change of value in every country. 

Mr. Obeen. Heretofore, at least, on this side of the desk, we have 
favored making up our tariff bills on the basis of the difference in 
cost of production at home and abroad. Would it not be a more 
accuratei. wdy of getting at this to ask him the gold cost of produc- 
tion in each case than it would to undertake to measure it by the 
rate of exchange ? 

Mr. HoBBS. I do not see how you are going to get any other 
measure because these fluctuate all the time. A man might buy 
merchandise to-day in England and by that time exchange has gone 
up or down 20 per cent. How could the American business man 
plan his business when he does not know what competition he is up 
against from Europe ? He has not the slightest idea from one day 
to another or one month to another. 

Mr. Gbeen. Is not the real competition that he is up against the 
gold cost in those countries of the article that he imports ? 

Mr. HoBBS. That is what we are trying to do, bring that up to 
the gold basis. 

Mr. Green. But this method will not work that out, because as 
the result of this very matter of exchange which grows out of depre- 
ciation of the currency in those countries to a large extent, the 
wages in those various foreign countries have very much risen and 
consequently the gold cost of the articles that they were producing 
there. 

Mr. HoBBS. Perhaps one of the other members of our committee 
can give it more in aetail about the question of wages. The wages 
have risen, but if I remember the figures, in the case ol Germany — 
this came from German sources — ^they paid, say, 5 marks a day 
before the war and at par of exchange that is, say $1.20 in round 
numbers. To-day they are paying 50 marks a day. Tie mark is 
only worth 1.3 cents — 1.36 was quoted yesterday. That would be 
68 cents. Oxir American doUar to-day, in other words, can buy 
German labor at 68 cents a day, where before the war it tiok $1.20 
of American dollars to buy on the same market, although tie wages 
of Germany are now ten tmaes what they were before the wai 

Mr. Hawley. That is nominally ten times. 

Mr. HoBBS. Figured in their depreciated currency. 

Mr. Green. There is a more accurate way of getting it^from 
those that get it, by the rate of exchange. 

Mr. HoBBS. As regards the protective tariff it should be aiived 
at in this way you say. That is protection. This other mat^ is 
a matter of equalizing the diities on imports. They are two septate 
propositions. A protective tariff should be worked out on lat 
theory, on the basis of what labor really gets on the gold basias 
labor here is on the gold basis. But we have this ofher proposiin. 

The Chairman. Is this not the situation ? You are endeavoag 
to offer a suggestion by which the intent of Congress in its It, 
the last tariff Dill, shall now be carried into effect ? 

Mr. HoBBS. Yes. 

The Chairman. In other words, this depreciation of the valuof 
exchange is so tremendous that the rates of duties are very me- 
rially reduced ? 

Mr. HoBBS. Yes, sir. 
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The Chairman. Then, what you are endeavoring to accomplish 
is to put the American producer on a parity with foreign produc- 
ers through the existing law ? Is that the proposition ? 

Mr. HoBBS. Yes, sir; we want to get the duties collected as legal 
duties for the ftdl amoxmt suggested in the law, and in addition to 
that we think that the American producer is now being penalized for 
manufacture in this country against the depreciated currency abroad. 
There are two parts to the proposition. One would simply add to 
the act the collection of duties on the basis of the gold standard; 
the other would be to collect this additional charge. 

Mr. Treadway. You are not asking for additional duty ? 

Mr. HoBBS. I will say, put the American producer back where he 
was in 1913, under the present tariff. Any new tariff bill framed 
to-day would be out of date to-morrow on accoimt of the question 
of the exchange. 

The Chairman. If I am correct in my statement, we are collecting 
from Great Britain imder the terms of the Underwood tariff law 66f 
per cent of the duties that we should collect. 

Mr. HoBBs. Yes, sir. 

The Chairman. While from France we are collecting but 31 per 
cent of what we should collect if we collected as the law provides. 

Mr. HoBBS. Yes, sir. 

The Chairman. And from Germany we are collecting but 5i per 
cent of what we are entitled to ? 

Mr. HoBBs. That is just about the rate. 

The Chairman. What you want is to amend this Treasury regu- 
lation so that those people will pay as near as possible on a par 
one with the other the duties provided for in the Underwood law ? 

Mr. HoBBS. Yes, sir; but in addition to that we want to rectify 
the unfair competition to which we are now subject by the fact that 
the invoice itself is too low. 

The Chairman. Yes. 

Mr. HoBBS. And do it automatically. If there is not something 
of the sort done in any tariff bill, you do not know where you are at. 
If exchange goes up, this equalizing tax would disappear the minute 
the exchange became normal; then they would only have to assess 
the duty in order to have any tariff act in effect, and that would 
disappear with normal conditions. 

Mr. Treadway. You are asking no legislation covering your sec- 
ond proposition at all. It is simply equalizing the exchange. 

Mr. HoBBS. It would take legislation; most certainly. 

Mr. Young. You are asldng for two distinct things ? 

Mr. HoBBs. Yes, sir. 

Mr. Young. State again to the committee what these two distinct 
things are that you want. 

Mr. HoBBS. The first is that the present regulations by which 
duties are assessed on the basis of foreign purchase values in depre- 
ciated currency should be rescinded, and all duties provided in the 
presenit tariff schedule should be collected on the basis of the foreign 
cost of normal rates of exchange. If the foreign invoice is in United 
States money, the difference between the current rate of exchange 
of the country of origin at the time of purchase and the normal rate 
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of exchange should be added to tihie invoide an,d the duty collected 
on the total. In this way there would be restored the amount of 
duties intended to be collected under the present tariff law. 

Second. In order to correct the present alarming possibilities for 
dumping huge quantities of raw and manufactured products from 
countries witn depressed currencies, it is proposed that in the case of 
all foreign purchases, whether dutiable or not, the Federal Govern- 
ment shall coUect in the form of an equalizing chaise on aU imports, 
in addition to any duties provided by the tariff law, the difference 
between the amount paid the foreign seller figured at the current 
rates of exchange and the same amount figured at the normal rate of 
exchange. The equalizing charge thus provided for might be Umited 
to, say, 30 per cent of the foreign value of the merchandise at par' of 
exchange. 

That is the second proposition. 

Mr. Treadway. It is the same proposition except you are doing 
the equalizing on any dutiable articles. 

Mr. HoBBS. That is aU. 

Mr. Treadway. It is all one proposition. You are equalizing 
exchange. 

Mr. HoBBS. Whichever you choose to call it. They are both there. 

Mr. Treadway. Is not this the case ? You wish to apply it first 
to dutiable articles 1 

Mr. HoBBs. Yes, sir. 

Mr. Treadway. Secondly, you wish to apply it to nondutiable 
articles, but it is the same proposition you are endeavoring to apply. 

Mr. HoBBS. It applies whether dutiable or not, the second propo- 
sition. 

Mr. Treadway. Yes; but it is all one idea in the sense you want to 
equalize exchange. 

Mr. HoBBS. It is to put American producers of raw materials or 
manufactured goods back on the gold basis as in 1913 as against 
foreign competition. 

Mr. Hawley. The illustrations you have here on these sheets you 
have furnished are all under the first suggestion. 

Mr. HoBBS. Exactly. 

Mr. Hawley. And the third suggestion on page 3. 

Mr. HoBBS. From France; yes. 

Mr. Hawley. Is that under the first or second suggestion 1 

Mr. HoBBS. It includes both suggestions. They all include both 
suggestions; both the duty figured at par of exchange and the equal- 
izing chaise to bring the invoice to the par of exchange are shown in 
every case. 

Mr. Hawley. Where does this 30 per cent recommendation 
appear? 

Mr. Hobbs. We have not shown that except as a suggestion. 

Mr. Hawley. How would it modify this third illustration ? 

Mr. Hobbs. I think I have it right here. The third is in France. 
We will give you copies of this. With a maximum charge of 30 per 
cent appued to 10,000 francs, $600; then the equaUzing charge being 
$1,930, figured on the basis of 30 per cent, wm be $579, and total 
charge including duty and all would be 192 per cent. I wiU place 
this illustration in the record. 
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(The statement referred to is as follows:) 

Examples No8. 3 and 4 as above, with a limit of SO per cent on the equalizing charge ag 

suggested — Cost under proposed plans. 

No. 3, with maximum charge 30 per cent applied; purchase amoimtiiig to — 

10,000 franca, at current exchange $600. 00 

Par of exchange, $1,930; 30per centis 579.00 

Duty, 35 per cent on $1,930 676.50 

Cost of merchandise to American purchaser 1, 854. 50 

Equalizing charge and duty are equivalent to 209 per cent ad valorem. 
No. 4, with maximum charge of 30 per cent applied ; purchase amoimting fco — 

10,000 marks, at current exchange 150. 00 

Par of exchange, $2,380; 30per centis 714.00 

Duty, 35 per cent on $2,380 833.00 

 

Cost of merchandise to American purchaser 1, 697. 00 

Equalizing charge and duty are equivalent to 1,031.33 per cent 
ad valorem. 

Mr. Hawley. Then you add $600 to $579, get $1,179, and it takes 
the duty on the $M79. 

Mr. Oldfield. Where do you get the $1,179? 

Mr. Hawley. Ten thousand francs at current exchange, $600. 

Mr. HoBBS. We take the par, $1,930, and take 30 per cent of that, 
which gives $579. 

Mr. Hawley. That will make a total of $1,179. 

Mr. HoBBS. For an invoice. 

Mr. Hawley. And figure the duty on that $579 ? 

Mr. HoBBs. The duty will be figured on the standard par value of 
$1,930. 

Mr. Hawley. Whiere ^o^s the $1,179 figure come in? 

Mr. HoBBS. This 30 per cent of the $1,930 added to the current 
exchange of $600 makes $1,179, and the duty, you will see, 35 per 
cent, is the same in both. 

Mr. Hawley. Then you add $675.50. 

Mr. HoBBs. Added to the $1,179 you get a total of $1,854.50 in- 
stead of the $2,605.50, if you take the total value. 

Mr. Garner. The German people have not got a great deal of 
gold. 

Mr. HoBBs. I do not think they have. 

Mr. Garner. Your proposed legislation, if I understood correctly, 
would require the German people when they ship goods into tms 
country to pay twenty times the amount they now have to pay un- 
der the present law? 

Mr. HoBBs. About ten times. ' 

Mr. Garner. That is the illustration, then. I have heard that the 
German people desire to buy some of our goods — meats, cotton, and 
i other products. If they have no gold and we are going to charge 

1 them 10 times as much as we now charge them for the right to trade, 

> how are we going to increase our trade with Germany? 

f Mr. HoBBS. I can not answer that. 

Mr. Garner. There is quite a propaganda in the country, and this 
committee has had a hearing on the matter, for us to assist in financ- 

27124^-21 2 
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ing Germany, in order that she may trade with this country. There 
is quite a sentiment throughout the countrr that this country should 
do something toward assisting to finance that country that she may 
trade with tnis country and purchase our goods. Tnere is no way 
for her to purchase our goods except to sell us goods that her labor 
and her people produce, and if we pass legislation now that makes it 
cost her ten times what it cost her now to trade with us, I do not 
think we will be able to make that arrangement. 

Mr. HoBBS. Possibly not. 

Mr. Garner. I simply call your attention to the probable effect of 
this legisation and the opinion seems to be throughout the country^ 
that we have the gold, or, at least, did have it. There is only one 
way for us to trade with the world, as I understand it, and that is 
to get some of their goods in exchange for some of our goods. If we 
fix it so that a country that is now trading with us very little — and 
we are anxious to increase it, shall we by legislation charge them 
ten times as much to trade with us than we are now charging ? I do 
not think we can. 

Mr. HoBBS. I am trying to show that if this situation continues 
and they are given such a tremendous advantage in the American 
markets there will be no American business left to do business with 
Germany. 

Mr. Garner. Are you really afraid that Germany is going to 
absof b the markets oi this country in the near future ? 

Mr. HoBBs. Take iron and steel cutlery, I am not f amilar with that 
business, as it is out of my line, but there are very large iinports in 
that line, I know by purchases in a small way, for domestic use. Take 
where they buy their raw material by the German mark, 1^ cents^ 
but 24 cents in Germany, and get coal and kon and steel and ship it 
over here. Take dyestuffs, where they make them from German coal- 
tar products, I do not think there is anything in the world that would 
prevent absolute wreckage of the American aye industry, and it takes 
2,000 per cent to bring them up to the basis of the American dollar. 
Things are grown and manufactured in Germany at a cost that is 
absolutely impossible here. 

Mr. Garner. On the other hand, if the German people are going 
to buy any of our goods they have to buy them in their depreciated 
money. 

Mr. HoBBS. Yes, sir. 

Mr. Garner. How are we going to trade — ^I ask as an American 
citizen — ^how are we going to trade with Germany under the condi- 
tions you have outlined ? 

Mr. HoBBS. I do noti know how we are going to, even now. 

The Chairman. Remember this, Mr. Hoobs. Under existing con- 
ditions, with an article that can be produced in Germany for the same 
money that the same article coula be produced under in France or 
Great Britain, Germany is coining in nere with those articles and 
paying a duty far below that which is paid on that same article in 
any other country in the world, which gives her an advantage over 
every other country in coming into our markets. That is to say, for 
instance, by your statement here, the English pound had depreciated 
from $4.87 to $3.49, and on that basis tne English people paid the 
import duty under this new order ? 

•Mr. HoBBS. Yes. 
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The Chairman. They are coming into our markets for one-third 
less duty than they would if they paid the rate provided for in the 
Underwood tariff law. France's franc has depreciated from 19.3 
cents to a fraction below 6 cents, and therefore sh^ has the benefits 
of our market by paying one-third of the duty she would pay if our 
imports were based on the par value of the franc. The German 
mark has gone down from 23.80 cents to 1.32 cents; therefore, Ger- 
many is only paying about one-eighteenth of the duty she would 
fay if she was required to pay the duty based on the par value of 
er mark. 

Mr. Young. One-tenth. 

Mr. HoBBS. One-seventeenth or one-eighteenth. 

The Chairman. The difference in value between 23.80 cents and 
1.32 cents is one-eighteenth or one-nineteenth. 

Mr. HoBBS. One-eighteenth. 

The Chairman. That change would not give Great Britain, France, 
or any country in the world an advantage over Germany. 

Mr. HoBBS. Germany would have an enormous advantage over 
every country in the world if we had a limit on it. 

The Chairman. If you only add 30 per cent to the value, Germany 
would still have the greatest advantage of any country in the world 
in our markets. 

Mr. HoBBS. Have a tremendous advantage; yes. 

The Chairman. I do not believe we discriminate in any way 
against any country that we apply your plan to. I do not want to 
discriminate against any country that wants to get into our markets 
on a fair, just, and equitable basis and according to law. 

Mr. Rainey. Measured in the terms of German units that can be 
purchased in Germany with German money, what has been the de- 
preciation of the mark ? You are giving its depreciation in exchange 
value between this country and Germany. 

Mr. HoBBS. I am not qualified to answer that, but my under- 
standing was that the German mark passed in Germany for ^ mark. 

Mr. Rainey. Will it buy as much goods in Germany or German 
goods as before the war ? 

Mr. HoBBS. No. 

Mr. Rainey. What is the difference ? That is what I am trying to 
get at, its purchasing power in Germany. 

Mr. HoBBS. Where they were getting wages of 5 marks they are 
now getting 50 marks. 

Mr. Rainey. Where they were getting $2 in this country they are 
getting how much now? 

Mr.HoBBS. In German money ? 

Mr. Rainey. In American money. 

Mr. HoBBS. I can give it to you, that where they were getting 5 
marks, which was $1.20, they are getting 50 marks, which now in our 
money is 66 cents. 

Mr. Rainey. I mean in terms of our money and referring to prewar 
wages and wages now, what has been the increase of wages ? What 
has been the increase in this country ? 

Mr. HoBBS. For every dollar in the textile industry we paid in 
1914 we are paying from $2.50 to $2.75 a day; it is a ratio of two 
and one-half to two and three-quarters. 
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Mr. Rainey. From 200 to 300 per cent in this country ? 

Mr. HoBBS. Yes, sir. 

Mr. Rainey. Then, do you figure the purchasing power of the 
American dollar measured in American units is that much less than 
it was in the prewar period ? 

Mr. HoBBS. I am not enough of a financieir to answer that question. 

Mr. Rainey. If their money has depreciated, ours has depreciated, 
measured in purchasing power. 

Mr. HoBBS. I presume it has. 

Mr. Rainey. There is not a particle of difference between the 
situation here and in Grermany, measured by wage figures. It costs 
more money to buy the same amount of labor than it did before the 
war in this country, as it does in Germany, so that you could use that 
as your method of arriving at the conclusion that our money has 
depreciated the same as the mark. 

Mr. HoBBS. May I explain this ? I think I can state this as a fact, 
that American capital is now either operating or planning to operate 
mills in Grermany with American money, shipping the product over. 

Mr. Rainey. American capital always did do that. 

Mr. HoBBS. If you will pardon me, may I explain that ? They are 
buying the labor in Germany that American money on the basis of 
66 cents for a day's work where it used to pay $1.20 before the war 
in American money. 

Mr. Rainey. What group of capitalists are doing that? Do you 
represent any capitalists who are doing that ? 

Mr. HoBBS. Not the slightest : no, sir. 

Mr. Rainey. What capitalists are doing that ? 

Mr. HoBBS. I am not m position to say. I have been told that is 
being done. 

Mr. Rainey. Have you any objection to stating your authority 
for that ? 

Mr. HoBBS. I have no absolute authority, but I believe it to be 
true. I can try to get the actual facts for the committee. 

Mr. Rainey. You are really just guessing at this because you think 
they would do it. 

Mr. HoBBS. It can be done. The proposition was suggested to 
me more than a year ago personally that that could be done. I have 
no interest in it personally. 

Mr. Rainey. But you have no information that it is being done ? 

Mr. HoBBS. It can be done. 

Mr. Rainey. There is a great increase in imports and that is a 
menace to disturb industry in this country to-day, this great increase 
in imports ? 

Mr. HoBBS. That is one of the reasons. 

Mr. Rainey. Has there not been a corresponding increase in 
exports ? 

Mr. HoBBS. That may be, but take the wool manufacturing indus- 
try, if I remember the figures for the first nine months of last year, it 
was something like ten or eleven million dollars of imported manu- 
factures of wool. For the same nine months of this year, if I remem- 
ber rightly, there were about $46,000,000 worth of manufactures of 
wool brought into this country. 

Mr. Rainey. What about exportations of manufactures of wool ? 

Mr. HoBBS. Very small. 



EXCHANGE FLUCTUATIONS AND TABIFF DUTIES. 21 

Mr. Rainet. Manufactures of wool ? 

Mr. HoBBS. Very small at any 'time. 

Mr. Rainby. The imports you are talking about are manufactures 
of wool ? 

Mr. HoBBS. Manufactures of wool; manufactured products of wool. 

Mr. Rainey. Clothing and so forth ? 

Mr. HoBBS. All kinds of cloths; tops* yams. We have been 
offered at the present time worsted yarns from Belgium and France 
at prices rangmg from 50 to 75 cents per pound below the cost of 
American manufacture to-day; impossible to make them at that 
under any conditions. > 

Mr. Rainey. What items go to make up our very large increases 
in exportations ? 

Mr. HoBBS. I am not qualified to answer that. 

Mr. Rainey. What conditions have brought about the diflFerences 
in exchange between this country and other commercial countries of 
the world ? . What is primarily responsible as an economic proposi- 
tion? 

Mr. HoBBS. The economists claim it is on account of the balance 
of trade against those countries. 

Mr. Rainey. It is due in other questions that we sell them more 
goods than they sell us. 

Mr. HoBBS. rartly, I suppose. 

Mr. Rainey. That brings about the difference in exchange. Now, 
jrou are seeking in its last analysis to have legislation which will make 
it impossible for them to send us more goods than they now send. 
In fact, would not the immediate result of your proposition be a still 
greater difference of exchange, if you bring about a less importation 
of goods, that is what you are trying to do. 

Mr. HoBBS. It would not stop importations. 

Mr. Rainey. It would not tend at all toward restoring the balance 
of trade so that the difference in exchange has not been as great as 
it is now. 

Mr. HoBBS. It would not tend to increase imports; no. 

Mr. Rainey. Then it woijld not so increase imports and would not 
help us equalizing exchange between this country and other com- 
mercial nations. 

Mr. HoBBS. That I do not know. I am not a financier or banker. 

Mr. Rainey. It follows absolutely from your own statement that 
it must be true that what you are seeking to do wiU not equalize 
exchange at all nor restore prewar rates. Take the case of Germany. 
Before the war Germany was our largest purchaser of pork producte; 
Germany and Austria were our largest purchasers of pork products, 
and were among our largest purchasers of condensed mUk. Our 
.exportations of pork products and condensed milk have almost 
ceased at the present time on account of the condition of exchange. 

Mr. HoBBS. I do not know whether it is due to exchange or not. 

Mr. Rainey. That is true as a matter of fact, and as a result, 
farmers are producing hogs at a loss to day and producing milk at a 
loss to day, simply because the home market is not big enough to 
absorb the production of these foodstuffs and was never big enough, 
and we are proposing now to keep it from getting any bigger by 
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stopping immigration for the next two years. In other words, I 
want to see what the effect of your proposition is going to be on the 
farmers. Germany, if she buys our pork products or condensed milk, 
can pay for them only in two wavs; with gold or goods. Do you 
know of any other ways in which sLe can pay for them ? 

Mr. HoBBS. No, sir. 

Mr. Rainey. There are none as a matter of fact. 

Mr. HoBBS. Unless it be by some international trade through other 
countries. 

Mr. Rainey. That can only be done by exchange of goods. Ex- 
change of goods may come through other countries. Now, if she 
has not got the gold with which to pay us for our goods, and you 
said she did not have it, she has got to pay up in her own goods. 

Mr. HoBBS. I suppose so. 

Mr. Rainey. The result of your proposition will be, from the stand- 
point of the importer, to increase the duties by 30 per cent more. 

Mr. HoBBs. 1 es, sir. 

Mr. Rainey. In other words, to make him pay nearly one-third 
more than he now pays. Of course, he will pass that on to the con- 
sumer, but whether he does or not, I do not know whether you agree 
to that proposition, yet, as a matter of fact, I think you will agree 
that that makes importations of goods from Germany less likely to 
increase in the future. Would it not have that effect ? 

Mr. HoBBS. I think it would. 

Mr. Rainey. Then it would bring greater and greater depression 
to the fanning interests in this country; your proposition would. 

Mr. HoBBS. Imports? 

Mr. Rainey. Imports. 

Mr. HoBBs. It would not tend to increase imports from Germany 
into this country. 

Mr. Rainey. Therefore, she could not buy as much of our farm 
products as she buys now. 

Mr. HoBBS. I do not know about that. I think there is a lack of 
confidence as well as the exchange. 

Mr. Rainey. That follows as a matter; of course. In a less degree 
that same proposition applies to every other commercial nation in 
the world as applies to Germany. 

Mr. HoBBS. We think that the higher the rate of duty 

ifr. Rainey (interposing). The less the importations. 

Mr. HoBBs. That is the object of it. 

Mj*. Rainey. The effect of your proposition would be to increase 
duties 30 per cent over the present rate. 

Mr. HoBBs. Yes, sir. 

Mr. Rainey. And by that much it would decrease importations. 

Mr. HoBBS. No. • 

Mr. Rainey. And by as much as the decreased importations, 
by so much it would destroy all hope of the restoration of the normal 
prewar rates of exchange. 

Mr. HoBBS. I am not an expert on that. 

Mr. Rainey. It does not take an expert. 

Mr. HoBBS. The importations this year have increased. 

Mr. Rainey. The statement that you have read leads irresistibly 
to that conclusion. 
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Mr. HoBBS. The imports have increased enormously, but the rate 
of exchange is lower than the year before with smaller imports. 

Mr. Rainey. Would not the statements and conclusions that you 
business men reach be of more economic value with this committee 
if you would come here prepared with information as to the exports 
and increase in exports as well as increase in imports ? 

The CHAiRikiAN; We have that. The committee has that already. 

Mr. Rainey. I am anxious to have these gentlemen who I think 

are rushing toward their own destruction to look the other side of 

things and not always at what they conceive to be their prospect 

for immediate gain. 

The Chairman. Permit me an interruption ? 
Mr. Rainey. Yes. 

The Chairman. Let us see whether Mr. Rainey^s expert infor- 
mation on this is correct or not, or if we agree with him. He argues 
that the greater benefit we can give the farmers of this country is 
increased importations from Germany. That is his argument. 
Mr. Rainey. I use Germany as an illustration. 
The Chairman. The people of this country consume 93 per cent 
of their products at home and export 7 per cent. All that you are 
asking for is to enforce the Democratic tariff law which we have had. 
Mr. HoBBS. Yes. 

The Chairman. Germany is paying 5 per cent, or one-twentieth, 
of what that law intended she should pay on her imports ? 
Mr. HoBBS. Yes, sir. 

The Chairman. She is paying less than any other country in the 
world. I can not see — I am a protectionist — I may be blind on 
the subject, but I can not understand how you are going to help 
the Illinois farmer by increasing Germany's imports in competi- 
tion with Illinois products here. I never could see that. 

Mr. Rainey. I do not expect you ever to see it either. The 
farmers will see it when prices keep on climbing. 

Mr. Hawley. Is it not also true that if you increase imports from 
abroad and that causes cessation of our own industries and a lack 
of employment of our people we destroy the best market for the 
farmer in the world ? 
Mr. HoBBS. Absolutely. 

The Chairman. Let me say for the benefit of Mr. Rainey, who per- 
sonally is one of the best fellows on earth, that in one month just 
recently, that one month was during the month of November, we 
imported into this country $13,000,000 of Canadian wheat. How 
much did that help the farmer in Illinois in his prices of wheat,? 
During that time the price of wheat went down 50 cents a bushel 
in this coimtry. 

Mr. HoBBS. What I was trying to get at is that very point. 
The Chairman. Your point is that you want to stop those impor- 
tations from Germany coming in here at a less rate of duty than the 
law intends they should pay. 

Mr. HoBBS. les, sir. 
_ The Chairman. It is by Executive order, is it not? 
Mr. HoBBS. Yes, sir. 

The Chairman. And not by the original law as passed, known as 
the Underwood law. 
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Mr. Rainey. We do not agree with you at all on that proposition. 

The Chairman. He has presented an Executive order that makes 
this thing possible, in proof of the argument. Before you came in 
it was placed in the record. 

Mr. Crisp. Referring to the free list, and, of course, there -are 
certain articles on the iree list that have been on the free list under 
all tariff measures, Republican as well as Democratic measures^ 
would not the practical effect of your suggestion, if carried out, be 
to levy a tariff on articles that are now on the free list ? 

Mr. HoBBS. On that point, it would be so if carried out as a full 
suggestion. We do not come here, as I stated in the beginning, 
with a definite, worked out in detail proposition, but with this general 
idea, to put before you individually, and we had no idea of a hearing 
on the matter. We made a suggestion, though, if this was seriously 
considered, that you in framing any law, that certain fimdamental 
raw materials that are not made in this coimtry should be exempted 
from the provisions of this act. It would put a duty on raw materials, 
as you say, but I think that certain things that are not grown here 
that are absolutely necessary to our people should be exempted if 
it was thought best to let those stay on the free list. 

Mr. Garner. You are an expert more on the wool question than 
anything else, I believe. 

Mr. HoBBS. I would not say that. 

Mr. Garner. You have hesitated to answer with reference to 
international law and exports and imports, and so forth, and so I 
draw the conclusion that you are better informed on the wool ques- 
tion than any other. We have $46,000,000, I believe you say, of 
imports of woolen goods. 

Mr. HoBBs. I thmk that was the figure. 

Mr. Garner. Where did those imports come from ? 

Mr. HoBBs. They came largely from England. 

Mr. Garner. And England pays six or seven times as much to get 
those goods into this coimtry as Germany does at present ? 

Mr. HoBBs. Yes, sir. 

Mr. Garner. And yet by your proposed legislation you would 
increase Germany's opportunity to come here as much as eighteen 
times; you got it down to ten times a moment or two ago; you had 
said one-eighteenth. 

Mr. HoBBs. Yes, sir. 

Mr. Garner. How do you hope for this coimtry to trade with 
Germanv, Austria or any of these countries whose exchange is very 
low, unless we can get their goods to pay for ours? You have to 
solve that problem. We can not sell all our goods to Germany. 
That is one problem that has to be solved. You gentlemen in ask- 
ing for legislation ought to begin to consider that question as to how 
we are to trade with those countries. If they can not send their 
goods in exchange, how can they possibly send them if you should 
mcrease their cost ten times what ft is now ? 

Mr. Rainey. Will the industries you represent be content in the 
future with the home market alone ? 

Mr. HoBBS. I have not the figures. Mr. Cherington may have 
these figures. My recollection oi exports of wool manufactures is- 
that they are almost trivial. 
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Mr. Rainey. Will the industries you represent be satisfied to 
put up with the home market ? 

Mr; HoBBs. I personally would be delighted if we could have all 
the home market here; I would be satisfied. 

Mr. Rainey. Provided you can get a tariff high enough to charge 
as much as you want for your goods. 

Mr. HoBBs. No. If we had a resaonable tariff. If we do not 
have a reasonable tariff our home market would bfe flooded with low- 
priced foreign goods. 

Mr. Rainey. Do you export goods at all ? 

Mr. HoBBS. I think the American people could use all we manu- 
facture. 

Mr. Rainey. During the war time you speeded up to manufacture 
more? 

Mr. HoBBS. We tried to. 

Mr. Rainey. Did you do it ? 

Mr. HoBBS. I do not know as I understand you. 

Mr. Rainey. Did yon increase the capital of your factory so as to 
increase the production of goods during th« war over that before 
the war ? 

Mr. HoBBS. We are not allowed by law to run for more hours than 
the law forbade and could not get any change in the law to allow it. 
Eighty to 90 per cent of our business was run for the Government 
during the entire period of the war. As regards speeding up, there 
were no more hours of work than before, because in the State of 
Massachusetts we are limited by law to the number of hours to work. 

Mr. Treadway. You could not export goods. 

Mr. HoBBS. We ran to the utmost capacity that the law allowed. 
We ran our entire outfit constantly on Government work. 

Mr. Rainey. The law does not prevent running more than 8 hours 
out of the 24, but from working men more than 8 hours. 

Mr. HoBBS. You can not get enough men to work, and it is a 
physical impossibility for men to do certain operations in the business. 

Mr. Rainey. You speak only for the woolen textile industry ? 

Mr. HoBBS. That is all. 

Mr. Rainey. Not for the other textiles ? 

Mr. HoBBS. No, sir. 

Mr. Rainey. Is it not a fact that our production generally of manu- 
factured articles did tremendously increase during the war ? 

Mr. HoBBS. It increased because we were running to the full 
capacity of our mills. I think you asked me if we can increase our 
product more than before. 

Mr. Rainey. I am inquiring whether you did not produce more 
goods during the war than you did before. 

Mr. HoBBS. I think the whole industry did because it was occupied 
to full capacity. Just before the war we were running 30 per cent and 
we were m a deplorable depression. 

Mr. Treadway. You were suffering from the Underwood tariff act. 

Mr. HoBBS. We were just beginnmg to feel the effect of foreign 
importations under that act. 

Mr. Rainey. Did you produce more than you did in 1907 and sub- 
sequent years? 
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Mr. HoBBS. There is no doubt we ran to utmost capacity during 
the war. 

Mr. Rainey. Those were panic years in 1907 and other years. 

Mr. HoBBS. 1907 was a panic year. 

Mr. Eainey. That was a long time before the Underwood bill. 
Didn't you produce more during the war than you ever produced 
before ? 

Mr. HoBBs. We^ did. 

Mr. Rainey. In the same period ? 

Mr. HoBBS. Yes, sir. 

Mr. Rainey. Now, you are willing to return to your prewar pro- 
duction and abandon your market abroad ? 

Mr. HoBBS. We never had any markets abroad; impossible to get 
them. We never had a chance to touch them on account of the so 
much lower cost of labor.' 

Mr. Rainey. You are speaking for yourself only ? 

Mr. HoBBS. The Arlington Mills, of Lawrence and North Adams, 
Mass. 

Mr. Rainey. The Arlington Mills never had any foreign trade ? 

Mr. HoBBs. We may have sold a few goods in South America, but 
practically speaking, we never had any foreign business at all. 

Mr. Rainey. Do not your Arlington Mills produce about 40 per 
•cent of the textiles produced in the United States ? 

Mr. HoBBS. No, sir. It is a comparatively small concern. 

Mr. Rainey. I mean the mills controlled by Mr. Wood, the Ameri- 
•can Woolen Co. 

Mr. HoBBS. That has nothing to do with the Arlington Mills. 
Those are the American Woolen Co. mills. They are, I think, 15 or 16 
per cent of the total of the United States, that is, the American 
Woolen Co. 

Mr. Rainey. That is Mr. Wood's organization. During the war 
did you make any such profits as Mr. Wood reported for his American 
Woolen Mills ? 

Mr. HoBBs. I do not know what he reported. 

Mr. Rainey. He reported in July of this year a cash dividend 
of $45 on each $100 share of stock and he carried to the reserve 
$100 on each $100 share of stock, and he created a new fund which 
he called p'^ofit and loss fund and carried $100 to that, making a 
total of $245 on each share of stock. Do vou remember the circum- 
stances ? 

Mr. HoBBS. I do not remember the details. 

Mr. Rainey. Then do you remember he was indicted for profiteer- 
ing, he and his directors ? 

Mr. HoBBS. I recall it but he has not been tried. 

Mr. Rainey. Do you remember what the result was ? 

Mr. HoBBS. No, sir. 

Mr. Rainey. They moved to quash the indictment on the theory 
that the law against profiteering prevented men from making ex- 
travagant profits in clothing and that his organization and your 
orgamzation and'^all the other organizations, kindred organizations, 
w^ere not manufacturing clothing at all, but were manufacturing 
goods out of which clotning was made, and therefore none of you 
were profiteers. Do you remember that defense? 
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Mr. HoBBS. I remember it. 

Mr. Rainey. The court quashed the indictment on the strength 
of that and his company got away with those profits, and the profits 
of your company were about the same. 

Mr. HoBBS. Ours were very moderate. 

Mr. Rainey. I was just giving you the statement he gave, 

Mr. HoBBS. Nothing hke what you have stated. 

Mr. Rainey. How much did you distribute in July of this year on 
each $100? 

Mr. HoBBS. Two per cent quarterly dividend; 8 per cent. Our 
stock was on the basis of 8 per cent. 

Mr. Copley. What is the book value of the stock ? » 

Mr. HoBBS. About $12,000,000. 

Mr. Copley. Per share ? 

Mr. HoBBS. About $200. 

Mr. Copley. You actually paid 4 per cent on the book value. 

Mr. Rainey. Four per cent on each $100 share. 

Mr. HoBBS. Eight per cent on each share. 

Mr. Rainey. How much did you carry to reserves in July of this 
year on each share ? 

Mr. HoBBs. I can not give the figures offhand. 

Mr. Rainey. Did you not carry $100 to the reserves on each share ? 

Mr. HoBBS. No, sir; a very small amount. We have lost all that 
:^ince by the shrinkage in values. 

Mr. Rainey. You carried to the profit and loss f imd in your industry, 
the Arlington Mills ? 

Mr. HoBBS. We have had some profits; yes. 

Mr. Rainey. How much did you cari y to your profit and loss fund ? 

Mr. HoBBS. I do not think we are going to carry anything. 

Mr. Rainey. How much did you last July ? 

Mr. HoBBS. I believe we are going to have a very heavy, serious 
loss at the close of this year's business. 

Mr. Rainey. 1 am talkmg about last year. When does your fiscal 
year end ? 

Mr. HoBBS. November 30. We have not yet closed our books. 
We are closing them now, November 30. 

Mr. Rainey. Calling attention to November 30 of last year, what 
•dividend did you pay November 30 ol last year on each share of stock ? 

Mr. HoBBS. We paid 2 per cent, and an extra dividend of 2 per 
•cent, on January 1, 1920. 

Mr. Rainey. In addition to your regular dividend ? 

Mr. HoBBs. Two and two. 

.Mr. Rainey. That will be 4 per cent. 

Mr. HoBBs. Yes. 

Mr. Rainey. You paid twice as much as during the normal period. 

Mr. HoBBS. Sixteen per cent; 4 per cent quarterly, which was at 
the rate of 16 per cent per annum. 

Mr. Rainey. How much did you carry to reserves last year lor 
•each share ? 

Mr. HoBBS. I have not the figures in my head. 

Mr. Rainey. You did carry a large amoimt to reserves. 

Mr. HoBBS. We carried a very moderate amount. 



28 EXCHANGE FLUCTUATIONS AND TARIFF DUTIES. 

Mr. Rainey. Did you have a profit and loss fund, too, last year? 

Mr. HoBBS. Did we add to our profits and loss; yes, sir. 

Mr. Rainey. Will you have any objection to placing in the record 
answers to these questions I have asked which yoli are not now 
prepared to answer ? 

Mr. HoBBS. I can give you a copy of our financial sta^tement if 
you would like it. 

Mr. Rainey. Perhaps you can answer . these questions without 
putting all that in. 

Mr. HoBBs. I do not have it with me, but can send you a copy of 
our statement, which is a matter of public record in Massachusetts. 

*Mr. Rainey. Yes ; do that. 

Mr. HoBBs. Yes, sir. 

Mr. Rainey. The Arlington Mills were formerly presided over by 
Mr. Whitman ? 

Mr. HoBBS. Yes, sir. 

Mr. Rainey. That was the organization that brought about in the 
old days, imder Mr. Whitman's management, the combination between 
the wool producers and the wool manufacturers, which resulted in 
schedule K, which we destroyed ? 

Mr. HoBBS. I can not answer that. 

Mr. Rainey. The manipulation of the Arlington Mills by Mr. 
Whitman brought about the agreement between the American wool 
growers of the West and wool manufacturers in the East, which re- 
sulted in the tariff on raw wool and was the very keystone and arch 
of protection. Was not that what happened ? 

Mr. HoBBS. I can not answer. , 

Mr. Rainey. As a matter of fact it was; I remember it myself. 
Did wool ever attain the prices under high tariff that it has attained 
on the free list ? I mean raw wool. 

Mr. HoBBS. You mean during the war ? 

Mr. Rainey. Referring to the free list in the old days when we had 
a tariff on raw wool; I mean before the war? 

Mr. HoBBS. I think we can submit figures to you. I do not want 
to answer that offhand. There are all kinds of prices. 

Mr. Rainey. If you submit figures you will see that since the 
Underwood bill went into effect wool commenced to increase in price 
on the American farm and the sheep on the ranges continued to 
increase in prices imtil the war started and increased afterwards. 

Mr. Young. What about now ? Is it increasing now ? 

Mr. Rainey. The Republican Party have controlled both branches 
of Congress for two years. 

Mr. Young. We are still under the Underwood tariff. 

The Chairman. I have before me a statement of imports and 
exports of principal products. That question was asked, and I 
would like to have this put into the record. 

In 1914 there were imported of sugar, coffee, tea, cocoa, meats, 
fresh, breadstuffs, fruits and nuts, vegetables, vegetable oils, and 
food animals, $378,290,000, and now in 1920, of these articles, 
$1,461,453,000, or an increase of $562,462,000, on the basis of the 
1914 values.. 
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Of manufacturing materials, cotton, fibers, silk, wool, rubber, 
bides, tobacco, tin, copper, and sodium nitrate, tbere were imported 
$563,037,000 in 1914, and of the same in 1920, there were imported 
$1,826,815,000, an increase based on the 1914 values, of $1,056,797,000 

Mr. Rainey. Raw materials ? 

The Chairman. Cotton, fibers, silk, wool, rubber, hides, tobacco, 
tin, copper, and soda, nitrate, for the fiscal year 1920. 

The manufactures of cotton cloths, cotton yarn, woolen cloths, 
burlaps, jute bags, steel ingots, steel bars, paper, printing, wood pulp, 
and silk yarn imported in 1914 were of the value of $77,407,000, and 
in 1920 they were $289,942,000, or an increase of $137,419,000, on the 
basis of the 1914 values. 

Our exports of foodstuffs, consisting of breadstuffs, meats, milk, 
fish, fruits and nuts, sugar, oil cake, vegetables, vegetable oils, and 
food animals, were $400,429,000, and now in 1920 they were $1,777,- 
046,000, or an increase of $771,842,000, on the basis of the 1914 prices. 

Of cotton, raw, copper, nickel, oxide, etc., tobacco, hides and skins, 
paraffin, lead, zinc, resin, and iron ore, we exported in 1914 $838,- 
751,000, and now in 1920, the exports were $1,370,604,000, an increase 
of $674,210,000, on the same valuation. 

Now, Mr. Hobbs, all there is to your proposition is this, if I under- 
stand you correctly, that under the Underwood tariff there is a levy 
of the lowest rate since the Civil War, bringing in less than 6 per cent 
ad valorem on all exports dutiable from abroad, and my friend 
Rainey is objecting because Germany is not paying one two- thou- 
sandth of what the law provides for. 

(The statement referred to is as follows :) 



1920 foreign trade compared with 1914. 



QUANTITT AND VALUE OF PRINCIPAL IMPORTS AND EXPORTS IN THE FISCAL TEARS 1914 AND 19^ C I] 
* WHICH WEIGHT CAN BE STATED.^ 



[From The Americas.] 





Weight in pounds. 


Per 
cent 
of in- 
crease. 


Stated value of articles for 
which weight is shown. 


Per 
cent 
of in- 
crease. 


Value of 192(j 
quantities at 




1914 


1920 


1914 


1920 


1914 prices. 


Tmports.. 
Exports.. 


34,992,000,000 
110,409,000,000 


67,978,000,000 
148,693,000,000 


65.6 
34.6 


11,163,000,000 
1,667,000,000 


13,999,000,000 
5,474,000,000 


243.9 
224.4 


$1,977,000,000 
2,308,000,000 



1 Includes all articles having a valuation of more than 11,000,000 in 1914 for which weight can be deter* 
mined and represents about 70 per cent of the total trade of the years named. 
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Ten principal imports of food, raw Tnaterial, and mantifactures, fiscal years 1914 and 

1920. 

[000 omitted.] 



FoodBtofls: 

Sugar 

Cotfee 

Tea 

Ck>coa 

Meats, fresh 

Breadstufis 

Fruits and nuts. 

Vegetabies 

Vegetable oils... 
Food animals 



Total. 



Manufacturing materials: 

Cotton 

Fibers 

Silk 

Wool 

Rubber 

Hides 

Tobacco 

Tin 

Copper 

Soda, nitrate 



Total. 



Manufactures — 
Cotton cloths . . . 

Cotton yarn 

Woolen cloths . . 

Burlaps 

Jute bags 

Steel ingots 

Steel bars 

Paper, printing. 

Wood pulp 

Silk yarn 



Total, 



^ Increase, 18.5 per cent. 
> Increase, 286.3 per cent. 



Pounds. 



1914 



5,063,932 

1,001,328 

91,130 

176,267 

197,473 

1,762,300 

5,137,000 

430,000 

235,000 

738, 113 



14,832,543 



1920 



7,587,195 

1,414,228 

98,274 

420,331 

60,928 

1,389,600 

4,560,000 

845,000 

769,000 

489,028 



123,347 
937,288 

28,595 
237,649 
131,996 
561,080 

60,108 

100,177 

394,000 

1,263,470 



3,837,710 



15,408 

6,418 

12,385 

124, 576 

57,035 

14, 151 

48,307 

562,837 

1,130,000 

2,759 



1,973,876 



117,633,584 



Value. 



1914 



$102,436 
110,725 
16,735 
20,798 
17,079 
24,120 
39,100 
8,400 
20,200 
18,697 



378,290 



345,314 
875,974 

47, 133 
427, 578 
632,393 
798, 670 

94,105 

131,084 

465,000 

2,031,772 



'5,848,923 



32,296 

9,020 

5,095 

541,114 

38,246 

30,818 

25,718 

1,322,890 

1,630,000 

2,990 



3,638,187 



19,457 
54,350 
97,828 
53,191 
71,220 
120,290 
35,029 
39,122 
54,300 
17,950 



1920 



1688,127 
310, 702 

25,800 

72,946 
9,947 

53,250 
105,400 

35,200 
115,000 

45,081 



« 1,461,453 



563,037 



11,845 

3,877 

12,794 

11,038 

4,627 

775 

814 

11,076 

17,100 

3,461 



77,407 



156,918 

86,630 

437,951 

212,848 

274, 156 

376,892 

78, 164 

73,641 

89,300 

40,315 



Value 
of 1920 
imports 
at 1914 
prices. 



1151,744 
155,865 
17,984 
46,942 
5,240 
21,10a 
75,500 
13,60a 
62,100 
12,387 



562,462 



51, 797 

F 47, 302 

161,244 

\ 95,349 

335, 168 

167,700 

54,711 

51,581 

63,50a 

28,445 



U, 826, 815 



44,090 
19,510 
12,858 
88,020 

5,280 
845 

1,252 
51,210 
53,400 
13,477 



289,942 



1,056,797 



24,545 
5,412 
5,258 

43,239 
3,098 
1,664 

25,135 

24,900 

3,757 



137,419 



' Increase, 52.6 per cent. 
< Increase, 224.3 per cent. 



Ten principal exports of food, raw material, and manufactures, fiscal years 1914 and 1920, 

[000 omitted.] 



Foodstuffs: 

BreadstufFs 

Meats 

Milk 

Fish 

Fruits and nuts 

Sugar 

Oil cake 

Vegetables 

Vegetable oils 

Food animals 

Total 

• 1 Increase, 98.5 per cent. 



Pounds. 



1914 



8,982,000 

1,146,000 

16, 151 

94,000 

428,000 

50,896 

1,530,362 

141,000 

211,000 

7,390 



12,606,799 



1920 



17,513,000 

2,128,000 

710,533 

149,000 

442,000 

1,444,430 

846,782 

425,000 

176,000 

79,083 



»23.9?2 828 



Value. 



1914 



$456,900 

176,500 

1,341 

8,265 

15,600 

1,840 

21,668 

2,600 

15,200 

515 



400,''429 



1920 



$756,000 

614,400 

104,862 

26,280 

41,500 

131,771 

30,611 

21,700 

38,400 

11,622 



« 1,777,046 



Value of 
1920 ex- 
ports at 

1914 
prices. 



$311,000 
278,000 
58,995 
12,175 
19,200 
52,274 
11,982 
10,500 
12,200 
5,516 



771,842 



> Increase, 344.2 per cent. 
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Ten prineipdl exports offoodj raw materialy and Tnanufactures, fiscal years 1914 and 

1920—<jontm\ied, 



Founds. 



Manufacturing materials: 

Cotton, raw 

Copper 

Nickel, oxide, etc 

Tobacco 

Hides and skins 

Paraffin 

Lead 

Zinc 

Resin 

Iron ore 

Total 

Manufactures: 

Locomotives 

Steel rails 

Steel bars 

Steel billets 

Tin plates 

Leatner, sole 

Cotton cloths 

Binder twine 

Automobiles 

Cement 

Total 

• Decrease, 14.3 percent 
< Increase, 60.9 per cent. 



1914 



4,761,000 
864,602 
28,895 
446,944 
19,837 
186,358 
117,443 
133,000 
677,000 

2,250,000 



1920 



Value. 



1914 



9,482,079 



45,960 
758,493 
459,657 
105,114 
105,899 

29,190 
103,715 
109,418 
104,800 
899,186 



2,721,332 



3,544,000 

622,643 

2,392 

632,774 

24,100 

360,808 

69,781 

316,000 

370,000 

2,178,000 



» 8, 125, 498 



184,730 
1,240,646 
1,555,366 

646,835 

457,796 
71,530 

216,822 
59,472 

381,200 
1,195,510 



1920 



S610,475 

128, 137 

9,043 

53,903 
2,801 
6,516 
4,502 
8,750 

11,217 
3,401 



$1,381,707 

127,354 

1,144,000 

271,941 

10,689,900 

31,404 

4,207 

26,100 

24,847 

4,579 



838,751 



3,693 

10,259 

7,392 

1,042 

3,643 

7,475 

28,844 

9,426 

26,400 

3,382 



6 6,009,907 



101,556 



< 1,370,604 



42,979 
32,207 
53,843 
17,887 
34,205 
35,406 

211,958 
9,805 

150,400 
9,599 



• 598,289 



Value of 
1920 ex- 
ports at 

1914 
prices. 



1454,378 

92,151 

748 

77,524 

3, 399 
12,592 

2,673 
21,300 

6,147 

3,293 



674,210 



13,698 
16,782 
25,041 

6,417 
15,748 
18,311 
60,776 

5,100 
90,000 

4,496 



256,36(> 



6 Increase, 120.9 per cent. 
« Increase, 495.3 per cent. 



STATEMENT OF MR. PAUL T. CHERINGTON, SECRETARY 
NATIOITAL ASSOCIATION OF WOOL MANUFACTURERS, 50 
STATE STREET. BOSTON, MASS. 

Mr. Cherington. In addition to the statement of Mr. Hobbs 
there are one or two points in connection with this proposal which 
seem to be worth bringing to your attention. As he explained to 
you the plans consist of two parts, the first being the i-aising of 
the basis of calculation of the duties to a uniform equality or 
paritv with the American dollar. The second is a calculation of 
the (duties based on those valuations at par instead of the depre- 
ciated values. The efTect of that on importations is, of coiu*se, 
problematical. One of the most important points in connection 
with it, however, is the safeguard that it would offer against the 
enormous flooding of the country with importations which almost 
invariably precetles an upward revision or increase in the tariff 
rates. The second point is that it puts the element of certainty 
into business. This ought at once to increase the volume of busi- 
ness being done in many lines which are now prostrate. In other 
words, even more important than any effect that it might have upon 
the sale of merchandise itself is the fact that it introduces for the 
first time the element of positive certainty into the situation with 
respect to the question of importations of foreign merchandise. One 
of the most serious features of the uncertainty now hanging over the 
market is that it is keeping everybody from buying any commodities 
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of which the importations are important. Moi^over, it is pei^tetct-l^ 
inevitable that during the next 8 or 10 or 15 months an enormous 
increase in importations is ahnost certain from every country able 
to produce at all. And it is the checking of that flooding of the 
country with importations, in the first place, and, secondly, the 
removal of that great element of uncertainty and fear in the 
market, which seemed to us to be important contributions to this 
plan of stabilizing the basis of calculating of duties and the resumption 
of the schedule of 1913 on the basis on which it was designed to 
operate. I think those are the only two points that 1 have to 
make. 

Mr. Treadway. Have you any concrete illustrations of importa- 
tions, with bills of lading, or something of that kind, in the usual 
form of record of importations that would show this exact deprecia- 
tion of money value ? 

Mr. Cherington. Mr. Treadway, of course our committee came 
here entirely unprepared for anything like a formal hearing. We 
can, I am positive, secure such invoices in concrete cases for the use 
of the committee, if it is thought worth while. 

Mr. Treadway. 1 think it should be iii the record. 

Mr. Cherington. I shall be glad to see if we can do that for you. 

Mr. Rainey. Can you tell us how much Australian and other for- 
eign wools was imported by members of your association during the 
last three or four years ? 

Mr. Cherington. I can not give you accurately the figures. That 
depends, of course, from year to year very largely on the character 
of the demands of the consumer, and the demands of the consumer 
are more or less beyond human control, except by the consumer him- 
self. When the demands are concentrated on fine goods, then of 
course there is some increase in the importation of Australian wools. 
When the demand for that type of fabric is slack, then of course the 
importation of Australian wools decreases. 

Mr. Rainey. The importation of foreign wools was very large the 
past three years ? 

Mr. Cherington. I haven't the figures. 

Mr. Rainey. It runs up into hundreds of millions of pounds. 

Mr. Cherington. I should say that that is very doubtful, because 
the total importations do not run into many hundred millions, and 
that the importations from Australia should run into many millions 
is very unlikely. 

Mr. Rainey. I am referring to all foreign wools. 

Mr. Cherington. All foreign wools — I haven't the figures. 

Mr. Rainey. Well, now, do you think a tariff on wool would help 
the wool growers of the country ? . . * 

Mr. Cherington. A tariff on wool — do you mean this provision 
here? 

Mr. Rainey. Not this one, I mean just a tariff on wool. 

Mr. Cherington. A tariff on wool, of course, always has been 
regarded as one of the most effective aids to the expansion of the 
wool industry. 

Mr. Rainey. Is your association in favor of a tariff on wool ? 
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Mr. Chebinoton. I am not prepared to commit my association. 
We would be very glad to present our views ^t the nearing when 
schedule K comes up. 

Mr. Rainey. Can you give us your own opinion on that ? 

Mr. Cherington. 1 am afraid my own opinion on that would not 
be worth very much. I should be very glad to so so far, however, as 
to say that in so far as a dutjr on wools i^ desiraole in the interest tof 
the preservation of the American sheep industry — ^and the American 
sheep industry is in serious condition and needs help — ^in so far as a 
duty on wools would help the American sheep industry, the manu- 
facturerSy provided there is adequate compensation to tiiem for tiie 
disadvantages it would put them to in the purchase of wools, would 
not be found opposing a duty on wools. Does that answer your 
question suflScientlv ? 

Mr. Rainey. I think so. 

Mr. Cherington. Of course, I want to make it as clear to you as 
I can. 

Mr. Rainey. Are wool growers any worse oflf than the com 
farmers ? 

Mr. Cherington. I don't know about that. 

Mr. Rainey. Are the wool growers any worse oflf now Jthsjx the 
hog farmers ? It costs them more now to produce a hundred pounds 
of pork than it ever did before. 

Mr. Cherington. I was told to-day that sheep were sold in Chicago 
to feed to the hoes. I should judge from that that the sheep industry 
was quite as badly oflf as the nog mdustry. 

Mr. Rainey. It would be if that were true, but you don't state 
that as a fact ? 

Mr. Cherington. I say, I was so informed. 

Mr. Rainey. You had better get some better information when 
you come with a matter seriously before a serious committee. 

Mr. Young. I think you will find that you can sell com when you 
can not seU wool at all. 

Mr. Rainey. In the agricultural sections of the coimtry they axe 
all broke. 

Mr. Collier. The banks have more money to loan now than they 
ever had before. 

Mr. Cherington. The sheep industry is in as bad a condition now 
as it can possibly be. There are representatives of the wool jgrowers 
here, and I am sure they con give you all the information tnat you 
want. 

Mr. Rainey. What organization are you speaking for ? 

Mr. Cherington. For the National Association of Wool Manu- 
facturers. 

Mr. Rainey. That includes these other associations ? 

Mr. Cherington. No: it includes no other associations. The Na- 
tional Association of Woolen and Worsted Spinners have agreed 
with the National Association of Wool Manufacturers in favor of the 
project before you. 

Mr. Rainey. Is the American Woolen Company in your associa- 
tion ? 

Mr. Cherington. It is in our association, yes. 

27124—21 3 
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Mr. Rainey. Are the Arlington Mills members ? 

Mr. Chbrinqton. The Arlington Mills, yes. 

Mr. Rainey. What relation do you have with the Boston Home 
Market Club ? 

Mr. Cherington. We have no relations with the Boston Home 
Market Club. 

'Mr. Rainey. The Boston Home Market Club stand for the same 
objects that you do ? 

Mr. Cherington. I know nothing about them except from hearsay. 

Mr. Rainey. Is the Boston Home Market Club represented here 
to-day ? 

Mr. Cherington. Not to my knowledge. 

Mr. Rainey. I remember when we first began to discuss war 
revenues a representative of the Boston Home Market Club appeared 
here and he said that the way to raise a war revenue was to increase 
the tariff. Do you think he was right about that ? 

Mr. Cherington. I should not Tike to state an opinion on that; 
I do not know the circumstances. 

Mr. Green. Can you tell why wool is so high now at retail prices ? 

Mr. Cherington. That is a long and complicated subject for dis- 
cussioU; and the matter of retail prices for wool clothing is entirely 
outside the knowledge and sphere of the wool manufacturers. 

Mr. Green. Oh, not entirely; because the wool manufacturers 
know whether they have reduced their prices. 

Mr. Cherington. That has nothing to do with the price of piece 
goods in the market now. 

Mr. Green. It has not? 

Mr. Cherington. I can not get drawn into 

Mr. Green (interposing). You do not mean to say that the 
question of whether the woolen manufacturers have reduced their 
prices has nothing to do with the retail prices ? 

Mr. Cherington. The point I want to make is this: The manu- 
facturers are working on goods for next spring, and the goods which 
are now in the retail stores left their hands six or eight months ago. * 
The goods in the manufacturers' hands are for sale next spring. 
The point I want to make clear is that the price of these light weight 
goods has nothing to do with the current prices of heavy weight 
woolen goods now in the hands of the retailers. Do I make that 
clear ? 

The Chairman. Your expression is clear. 

Mr. Green. That confirms my own judgment. 

Mr. Collier. They do know what the prices are going to be next 
year ? If they are making goods preparatory to selling them next 
year they know what the prices will be ? 

Mr. Cherington. The prices of the spring goods now in the mills are 
a matter of public record. 

Mr. Collier. They are going to be higher if you are going to get 
this 30 per cent raise in tariff ? 

Mr. Cherington. What do you mean — that they are going to be 
higher if we get this 30 per cent raise in tariff ? 

Mr. Collier. If you get what you are trying to put over. 

Mr. Cherington. I am not trying to put anythmg over. 

Mr. Collier. You are not — ^what are you trying to do ? 
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Mr. Cherington. We are trying to restore the basis on which tho 
tariff of 1913 was based. 

Mr. Rainey. Mr. Hobbs said he thought it would increase the tariff 
30 per cent. 

Mr. Cherington. Another way of stating the situation would be 
this: That the present advantage to the foreign producers over 
American producers is amounting to what would be equivalent to 
a premium or bonus of 30 per cent. 

Mr. Rainey. Do you agree with him in his statement that the 
effect of this legislation, if it goes through, would be to increase the 
tariff 30 per cent ? 

Mr. Cherington. I didn't imderstand Mr. Hobbs to make such a. 
statement. 

Mr. Rainey. He did make it. Do you agree with that proposi- 
tion? 

Mr. Cherington. I shall refer you to the first proposition which 
has been worked out on the basis of the British pound sterling and 
the current rates of exchaage. Increasing that value on the basis 
proposed by the plan, there would be an equalizing charge equiva- - 
lent to 39.44 per cent of the invoice. 

Mr. Rainey. The importer will pay 39 per cent more than he pays * 
now in tariff ? 

Mr. Cherington. On the basis of a calculation of that sort. 

Mr. Rainey. He would pay that much more ? 

Mr. Cherington. If he bought a thousand pounds of merchandise 
under the cm-rent rates of exchange he would pay for it $3,490. 

Mr. Rainey. He would pay 30 per cent more. 

Mr. Cherington. Bee pardon ? 

Mr. Rainey. He would pay 30 per cent more than he pays now, 
wouldn't he ? 

Mr. Cherington. If he bought a thousand pounds — I am imder- 
taking to tell you, sir. 

Mr. Rainey. All right. 

Mr. Cherington. If he bought £1,000 worth of merchandise at 
the current rates of exchange, and the foreign value of that were 
increased by $1,376.50 under the proposed plan in the form of a 
charge paid to the Federal Government, the importer in addition 
to his invoice price, paying to the Federal Government $1,376.50, 
would pay altogether, with an equalizing charge on the invoice, a 
total of $4,866.50, which is the par value of his purchase. 

Mr. Rainey. It would be an increase of how much over what he 
pays now ? 

Mr. Cherington. According to the calculation that is given here, 
it would be equivalent to 39.44 on the current foreign value of the 
merchandise. 

The Chairman. Is he paying the rates provided by the Underwood 
tariflF law now ? 

Mr. Cherington. He is paying substantially less than the current 
rates. 

The Chairman. Is he paying now on the Executive order, which is 
three-tenths from Germany, what the Underwood tariff law pro- 
vides he should pay ? 
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Mr. Cherington. In this case now before ns the Executive order 
does not apply, of course, because there is no duty. 

Mr. Rainey. Take a dutiable article for example. 

Mr. Cherington. In the case of a dutiable article there would be 
a duty charge. 

Mr. Rainet. The Underwood law of 1913 did not contemplate any 
tariff at all on a great many things ? 

Mr. Cherington. The Underwood law of 1913, of course, had a 
substantial free list. 

Mr. Rainet. So did the McKinley bill have a free list. 

Mjf. Cherington. Yes. 

Mr. Rainet. Then, the effect of your legislation would be to put 
every article that has been carried on the free list on all three of 
these bills now on the taxable list, wouldn't it ? 

Mr. Cherington. It does not do it on the basis of the tariff — 
there is no charge in the tariff law provided for in the plan. It 
merely calls for payment to the Federal Government of an equaliz- 
ing charge to offset the advantage which the foreign producer now 
has. 

Mr. Rainet. It pays to get in before it can be distributed to con- 
sumers, and it never paid before, isn't that a fact, as to these free- 
list articles which have been carried on the free list ever since the 
Civil War? 

Mr. Cherington. It pays a charge — ^by virtue of the wording of 
the proposal which would offset the enormous advantage which Jias 
accrued in the meantime to the foreign producer. 

Mr. Rainet. I see your argument; but that fact would remain, 
the way I have stated it ? 

Mr. t5HERiNGTON. The fact would remain as I have stated it. 

Mr. Rainet. Well, let it go at that. I see you do not intend to 
answer my question. If you put these additional burdens upon the 
foreign manufacturers, those foreiffn nations might undertake to fix 
retaliatory tariffs against us. Did you ever think of that ? 

Mr. Cherington. Yes, sir; I have given it a good deal of thought; 
but what country do you refer to ? 

Mir. Rainet. Any oi them, because you are going to discriminate 
against all of them now. 

Mr. Cherington. Countries we are at war with 

Mr. Rainet (interposing). I mean aU countries, because of these 
differences in exchange, on accoimt of our selling them more goods 
now than they are selling us. Hasn't every commercial treaty in 
the world virtually expired on account of the war, and aren't all the 
nations prepared now to enter into new tariff agreements, making 
new commercial units ? Have you gentlemen given thought to the 
fact that you might be rushing mto great dangers when you attempt 
to discriminate against these other nations ? 

Mr. Cherington. Yes; we have given serious consideration to the 
other phase of the question, that is, to the export end of it. Of 
course, it is quite possible that other countries would retaliate, other 
countries might retaliate against the United States, in matters of 
exchange of merchandise. 

Mr. Kainet. Yes. 
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Mr. Cherington. Now, if trade, if industry, if international rela- 
tions were based entirely on exchange of merchandise your problem 
would be simple. It is not. 

Mr. Rainey. Now, it is at the present time. We are doing that 
very thing with Germany. The packers in Chicago have filled up, 
as I understand it; the refri^eratmg cold storage warehouses in the 
port cities of Europe, expecting normal rates of exchange to follow 
the war and expecting to sell to Germany. They have to trade 
these pork products off now whenever they get a change. They are 
now operatmg at a tremendous loss — simply exchanging, bartering. 

Mr. QaERiNGTON. These are the only points I have to put before 
the committee. 

Mr. Oldfield. You represent the Wool Growers and Manufacturers 
Association ? 

Mr. Cherington. The National Association of Wool Manufactur- 
ers. 

Mr. Oldfield. The fellows that manufacture woolen goods, woolen 
clothing, is that it ? 

Mr. Cherington. Our members are manufacturers of wool fabrics. 

Mr. Oldfield. Woolen fabrics. You are now manufacturing for 
spring deliveries, in the mills ? 

Mr. Cherington. Yes, sir. 

Mr. Oldfield. And you say that you can not tell the committee* 
whether the prices are going to be lower next spring than they are? 
now? 

Mr. Cherington. How can I ? 

Mr. Oldfield. You are manufacturing it now, and you have the 
workmen. Is it going to be more next year, or less ? 

Mr. Cherington. I can tell you this, that the prices for spring 
goods as quoted by the mills were from 15 to 35 per cent less than 
the corresponding prices for last spring. 

Mr. Oldfield. Are they going to be lower ? 

Mr. Cherington. How do I Eaow ? 

Mr. Oldfield. You don't know at what prices they will sell when 
they reach the consumer, whether they will absorb the prices that 
you sell at to the jobbers, the dealer, and so on ? 

Mr. Cherington. What the jobbers will do depends very much 
on the market conditions when they sell the product s. 

Mr. Oldfield. By ^^market conditions,'' you mean how much 
they can get out of the consumer? 

Mr. Cherington. I do not mean that at all. I mean market 
conditions. 

Mr. Garner. What do you mean by "market conditions"? 
Let us analyze that "market conditions". 

Mr. Cherington. The essential element is the balance between 
the supply and the demand for fabrics. 

Mr. Garner. Well, here is a man who has bought a lot of goods 
from you, we will say, at from 15 to 35 per cent less than he paid 
for spring goods a year ago. Now, you say you can not tell whether 
he is going to sell at that reduction to the actual consumer, because 
you can not tell what the demand will be, or whether the jobber or 
dealer is going to absorb that 15 to 35 per cent. The consumer is 
not going to get the benefit of it. I want to see whether I under- 
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stand you when you say it depends on the supply and the de- 
mand^ the actual demand for the goods. You say you are selling 
these goods at from 15 to 35 per cent less than you did a year ago. 
JNow, I want to know whether the consumer is going to get the bene- 
fit of that. You say you do not know and vour reason for it is that 
it depends on market conditions. What do you mean by market 
-conditions ? 

Mr. Cherington. I think I can refer you to several good books 
von the subject. 

Mr. Garner. I do not know what you mean by market condi- 
tions. You are conveying the idea to me that you do not know 
anything about it. 

Mr. Cherington. I think jou are wrong in your inference that I 
do not know anything about it. It is too long a story to go into it 
at this time. 

Mr. Garner. Whenever anybody asks you anything and you 
do not want to give the information you want to refer them to some 
books, and so on. 

The Chairman. Gentlemen, it is now twelve o'clock, and we want 
to be in the House when it meets. We will recess until 2.30 o'clock 
this afternoon. 

AFTER recess. 

The committee reassembled at 2.30 o'clock p. m., pursuant to 
recess. 

The Chairman. Now, gentlemen, we were hearing Mr. Cherington, 
when we adjourned. Mr. Cherington, had you finished your state- 
ment? 

STATEMENT OF MR. P. T. CHEEINOTON— Resumed. 

Mr. Cherington. I had said everything I had to say, Mr. Chair- 
man. 

The Chairman. Very well; thank you. 

Mr. Dickinson. I would like to ask Mr. Cherington a question or 
two. 

You represent the woolen mills of Boston ? 

Mr. Cherington. I am secretary of the National Association of 
Wool Manufacturers. 

Mr. Dickinson. You manufacture onlv woolen cloth material? 

Mr. Cher NGTON. We manufacture woolens and worsteds, both 
all wool and mixed fabrics. 

Mr. Dickinson. Now, when you say '^mixed fabrics'' you mean 
fabrics that have part wool in them and part something else ? 

Mr. Cherington. Precisely. 

Mr. Dickinson. Part wool and part what we call ^'shoddy?'' 

Mr. Cherington. Part wool, part cotton, part silk, part reworked 
stock — ^various materials. 

Mr. Dickinson. Reworked stock is what you call, ordinarily, in 
common language, '' shoddy?'' 

Mr. Cherington. It includes shoddy and many other kinds of 
reworked stock. 
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Mr. Dickinson. Now, liying out in the West — out in Missouri — the 
wool growers, the wool people out there are not selling their wool. 
They are holding it on account of the low prices, and they are very 
much interested in what is called the Capper bill for stamping 
fabrics. 

Mr. TiMBERLAKE. The truth in fabrics bill. 

Mr. Dickinson. Stamping the goods that contain wool, part wool, 
and part shoddy, so as to snow how much shoddy there is in it and 
how much wool: and they are claiming that the extensive use of 
shoddy in so-called woolen goods, or sold as woolen goods, is de- 
preciating the price of wool. They are also claiming that the impor- 
tation of wool in large amounts is depreciating the price, and they 
are claiming that the wool manufacturers are not using wool for the 
market to the extent that they ought to, and by reason of the ex- 
tensive use of shoddy reducing the price of wool. Now, what is 
your judgment* in regard to that. 

Mr. Cherington. My judgment is that that is a complete and 
misleading misrepresentation of the entire situation. 

Mr. Dickinson. I asked for information. I just received a copy 
of this Capper bill to-day, and a number of people have called my 
attention to it and I told them I would look into it and investigate it. 
Mr. Cherington. I should like to go — if we were on the subject of 
misbranding, I could go into that quite fully. Briefly, I can say 
this, that there is a comparatively small consumption of reworked 
stock of any kind in the United States. The figures available for 
1914 show less than 90,000,000 pounds of all kinds of reworked stock, 
as against a wool consumption of over 600,000,000 pounds; and there 
is no evidence that there has been any material increase in that 
amount in recent years. In other words, so far as its effect on the 
present condition of the wool price is concerned, it is, as nearly as 
can be determined, negligible. 

Mr. Dickinson. Well, I wanted to know that, because that entered 
into the discussion back there, and they are not selling their wool; 
they are holding it and putting it in their barns, and they claim that 
the importation of wool in large quantities, and also tne using ex- 
tensively of shoddy, both tend to depreciate the price of their wool, 
and they are very much interested m the Capper bill, which they 
think will tend to relieve the situation. 

Mr. Cherington. I have gone into that quite fully and I should 
be glad to send you a full statistical statement of it if you care to 
have it. 

Mr. Dickinson. I would be very glad if you would send it to me. 
My name is C. C. Dickinson. 

Mr. Garner. May I ask a question of the gentleman before he 
leaves ? 

I did not get your title this morning when you were testifying. 
I happened to be out of the room. I see you are an official of that 
association, and you ought to be able to speak for it officially. 
However, you did not do it this morning. 
Do you favor the branding of goods ? 
Mr. Cherington. Are you asking me personally? 
Mr. Garner. Yes, sir. 
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Mr. Cherington. You mean the branding of all kinds of goods ? 

Mr. Garner. I mean the branding of — ^well, say woolen goods. 

Mr. Cherington. According to the French-Capper bill ? 

Mr. Garner. Yes, sir. 

Mr. Cherington. No, sir. 

Mr. Garner. Well, do you favor branding them at all ? 

Mr. Cherington. That is altogether a different question. 

Mr. Garner. Well, I know it is; but I am asking that question. 

Mr. Cherington. Certain types of goods mi^t very well be 
branded. I want to make it clear, however, that in answering your 
question I do not want to be understood as saying that I believe in 
the branding of woolen goods to show the percentage of fiber content 
as any guide whatever to the consumer. It is of as little use as a 
guide to the consumer as anything conceivable could be. 

Mr. Garner. I am not aslang you what is a guide to the consumer. 

Mr. Cherington. I am trying td answer your question. 

Mr. Garner. I would like to know your ethics of business trans- 
actions. I wUl be frank with you. I want to know whether you 
want to be honest or not with the American people with whom you 
are dealing. Are you willing to tell them what your cloth contains ? 

Mr. Cherington. It seems to me your two questions are absolutely 
different. 

Mr. Garner. All right; answer them separately. 

Mr. Cherington. If you ask me if I want tio be honest, I should 
say I should stake my reputation of honesty against that of anyone ; 
if you ask me whether I want to put a misleading brand on every 
piece of wool fabric in the United States, showing the character of 
the fiber content, I should say that it would be a gross injustice to 
the American people. 

Mr. Garner. I don't want you to put a misleading brand on it. 
I did not say that. I said put a leading brand not a misleadii^ 
brand, but a correct statement on each piece of cloth as to what it 
contains. Are you in favor of that ? 

Mr. Cherington. Branding as provided by the French bill is 
misleading branding. 

Mr. Garner. I didn't speak about the French bill. I didn't ask 
you about the French bill; I asked you if you were willing to brand 
the goods that you make with the correct material that goes into 
them? 

Mr. Cherington. I will answer your question this way : Merchandise 
fabrics get their quality partly from what is in them and partly from 
the way in whicJti they are made, and partly from other things. 
I used to know a lecturer who with a great deal of flourish would talk 
about Alaska and describe its scenic grandeur, and who spoke of 
waterfalls five times as high as Niagara, and he did it for the deliberate 
purpose of making his hearers beheve that those waterfalls were five 
times as large as Niagara. Now, they were five times as high as 
Niagara, whue they were 16 inches wide. 

!£•. Garner. That is all right, but to come back to the question. 
You are a wool manufacturer ? 

Mr. Cherington. I am not a wool manufacturer. 
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Mr. Garner. Well, you manufacture woolen fabrics? 

Mr. Cherington. I am not a manufacturer. 

Mr. Garner. You are not? Well, don't you own any stock in a 
woolen mill ? 

Mr. Cherington. No; I own no stock in any woolen miU. 

Mr. Garner. You are merely the secretary ? 

Mr. Cherington. I am secretary of the association; yes, sir. 

Mr. Garner. A salaried man ? ^ 

Mr. Cherington. Yes, sir. 

Mr. Garner. No interest in woolen mills or anything of that kind ? 

Mr. Cherington. No. 

Mr. Garner. Well, of course it would be difficult for you to say, 
but I asked you whether or not you believed that it is good business 
ethics for a man to brand his goods as they reaUy appear and wherein 
it can injure him? 

Mr. Cherington. I would answer your question if you brand them 
so as to indicate their real quality, of course if everybody were treated 
alike and you branded goods in that manner there might be some 
public gain; but it would take the entire back of every yard of fabric 
if you wanted to put on it full specifications of the goods. And to 
say: ''Out of all factors determining the quality of a fabric we shall 
pick one fiber content, '' and require the branding of that by law, I 
contend is a misleading type of branding goods. 

Mr. Garner. Well, you don't anticipate that Congress is likely 
not to deal with all the people alike do you? Do you see any dis- 
position to discriminate in favor of one to the injuiy of the other? 

Mr. Cherington. I have very high regard for Congress, and for 
the actions of Congress. 

Mr. Garner. Well, just a minute ago you were prefacing your 
remarks with the idea that if everybodv could be treated alike, and I 
want to assure you that so far as this committee is concerned I 
think each member of it desires to treat everybody alike in the 
making of these laws. 

Mr. Cherington. It seems to me that that is a misinterpretation 
of what I said, but that is neither here nor there so far as the main 
discussion goes. 

Mr. Dickinson. Is there any difference between the French bill 
and the Capper bill ? 

Mr. Cherington. The French bill and the Capper biQ, as intro- 
duced, are identical. One was introduced in the Senate and the 
other in the House. 

The Chairman. If. that is all we will call Mr. Brown. 

Give the reporter you full name and address. 

STATEMENT OF MS. JACOB F. BBOWN, PBESIDENT OF 

SLATEB & SONS, WEBSTEB, MASS. 

Mr. Brown. I am president of Slater & Sons, Webster, Mass., and 
am also a large owner in the Wuskanut Mills, also a member of the 
firm of Brown & Howe, wool importers. 

I am here as a member of the executive committee of the National 
Association of Wool Manufacturers, and as one of the committee to 
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represent them on this proposition, and also to represent the Asso- 
ciation of American Worsted Yarn Spinners. 

Now, so far as my personal connections are concerned, if there 
are any questions that anybody wants to ask me about my personal 
pocketbook or my paper profits, I am perfectly willing to answer 
them but I don't thmk they have very much to do with the matter 
I am here about, and it would only take up the time of this com- 
mittee. When the tariff hearings come on, if anyone wants to grill 
me on those things, I wiU be ready. I am ready now if that is perti- 
nent, but I think that the situation to-day is one that we are more 
interested in from a national standpoint than from an individual 
standpomt. 

The Chairman. Mr. Brown, what I am interested in more than 
any other question here is the necessity for the change suggested 
by your statement made before the committee in the' collection of 
duty, whether upon the gold value or upon the depreciated currency 
value as now prevails. 

Mr. Brown. I have been able to study this thing a little bit from 
not only the manufacturing standpoint, but from the importing stand- 
point, not only of raw materials, but of manufactured articles. 

We made contracts to import cotton goods from England last 
October. At the time we made the contracts exchange was 4.20. 
The duty we figured at that time on the pound sterling at par, 
because there had been no other decision made at that time. The 
pound sterling at 4.20 plus 25 per cent duty on par made the goods 
cheaper than we could buy them in this country; therefore we bought 
them abroad. Inside of two months the duty was changed from 25 
per cent on the par value of exchange to 25 per cent on the current 
exchange. That netted us about 5 per cent on the cost of the goods, 
I think — about that. Then exchange broke, and we began to buy ex- 
change to pay our bills when they became due and deposited the funds 
in London. So when we paid for those goods, instead of paying for 
them at 4.20, on which we based the transaction, we paid an average 
of a little less than 3.50. So the saving there,.plus the saving on the 
duty, made the goods cost us something like 22 per cent less than we 
expected to pay for them, and at the original basis they were cheaper 
than American manufactures. 

Now I give you that because that is the way this thing is working 
out. 

The decline in exchange in South America when we began to buy 
wool there — we did not buy rerj much, but when we started buying 
in the spring exchange was practically at par. The price of wool has 
declined in South America, but in addition to that declihe, there 
htis been a decline in exchange of almost 25 per cent, so the full 
decline in the value of the wool was not borne by the Argentine 

Eroducer, because his debt was payable in pesos, emd he got practically 
is price in pesos, but when we came to convert the pesos into Amer- 
ican money we got 25 per cent off on exchange. Is that clear ? 
The Chairman. It is to me; yes. 

Mr. Brown. The same thing is happening in Australian wool and 
has happened. We have to be very quick on exchange transactions. 
I bought some wool the other day and we figured exchange at 1 .33 — 
that is Argentine gold pesos at 1 .33 for an American dollar. 
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The Chairman. This was South American wool ? 

Mr. Brown. Yes; Argentine. Our representative there went to 
the bank and got the quotation for exchange. He was away from 
the bank a little over half an hour — three-quarters of an hour — and 
when he got back to that bank we had to sell drafts at 1.31. In 25 
minutes the exchange fluctuated 1.5 per cent against us, which, of 
course, we paid. But that is the way exchange is going all the time. 

On the other hand, if exchange had gone up from 1.33 to 1.36, we 
would have been in that much. Just tne same as I have gotten wools 
that were delayed in shipment, that were bought on the basis of $1.03, 
or $1.04, and when we got the wool shipped we remitted to South 
America on the basis of $1.20 or $1.22, making 20 per cent on the 
transaction. It has worked both ways. It is fluctuating all over the 
lot. But the depreciation of exchange enables the Australian grower 
or the South American grower to seU his wool at a higher price tnan he 
would if exchange was at par, and he gets that difference because his 
debt is payable either in pesos in Argentina, or in pounds, shillings, 
and pence in Australia, and the fluctuation in exchange does not come 
out of his pocket. It does reduce the cost to us and that has been, 
in a way — or largely — ^responsible for the decline in wool values here. 
As exchange went down abroad we have had offerings of wool, offer- 
ings of tops, offerings of yams, and those offerings have been all 
through the market, and as fast as the wool dealers would get those 
offerings they would immediately mark the domestic wool down to 
those prices, and the decline was fixed right in their minds. But un- 
fortunately the demand has been such that they haven't been able to 
sell their wool because the mills were not runmng. 

Now, the reason that wool is on hand to-day is not because the 
people have held it; they could not sell it. The mills that I repre- 
sent — we have got a cotton mill, we have got a cotton converting 
plant, we have got a woolen plant, a worsted plant, and a cotton-warp 
worsted plant; a woolen plant. The worsted plant and the cotton- 
warp worsted plant are shut down and have been shut down since 
Thanksgiving because we don't consider it is safe to go ahead and 
manufacture any kind of goods that we can think of under to-day's 
conditions. I can buy those goods abroad cheaper than we can 
make them here, so much cheaper that we won't take the hazard. 

To give you a little idea of what it means to shut down: I think 
we employ in all something over 3,000 operatives. Now, it isn't 
fun for us to shut down. I figured up the overhead of the 
organization the other day, if we shut down, and it runs at the 
rate of $1,000,000 a year, the overhead that we can not avoid if 
we are closed. So you see we would run if we possibly could. 
It is just a question of which way we would lose the least. But I 
know, and anybody that has any knowledge of the business knows, 
that there is nothing we could make that one could not go abroad 
and buy much cheaper than we make it here. 

The thing is right here: ^'We are solvent and Europe is not." 

Europe is broke; they are bankrupt — all Europe. We might just 
as well recognize that. Now, if 1 have a customer that I am 
selling goods to and I look into his affairs and find he can't pay his 
debts, I tell him to clean up. I don't keep on selling him goods. I 
tell him, *' Clean up. Compromise with your creditors, and when 
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you are on your feet we will give you some credit." Now, you can 
sell anything you want to Europe if you will give them credit, but 
when will you get your money? I don't think you will ever get it 
from some nations over there. It isn't a good credit risk. England 
has sold the continent on credit. She has to-day tied up in the con- 
tinent as much money as she can afford. She is now looking for the 
only market in the world where she can get money, and that is here. 
Germany wants a market where she can get money, and that is here. 
France, Bel^um, Italy — the whole crowd the same way. This is the 
only place in the whole world where they can get real money and 
really get it, and we can sell them and take long-winded credits and 
risk and never get the money. 

Now, Europe, to my mind, has got to look out for herself first and 
clean up and get in shape so that her obligations are good. Then we 
wiU sellher merchandise, but in the meantime we don't think it is good 
business to put the American people out of business to help out bank- 
rupt Europe, and if we let them send their merchandise" in at bankrupt 
{>rices we will go out of business. If we keep solvent and fairly success- 
ul we can help Europe, but if we all go broke we can't, and the way 
this exchange is wortdng and the more you study into it the more 
you can see that we can't run against it. The German mark has been 
down to 1 cent. Now, I know that the wages in Germany are ten 
times, in marks, what they were before the war. They are 50 marks 
a da,j where they were five marks before. At 1 cent a mark the 
American scale of wages is 17 times as much as the German wage; 
that is what it figures; it is just a matter of lead pencil; you don't 
need to take my word for it. Now, that is why, as against Germany, 
you have got to recognize that, and German products will stop 
enough of our mills and make the prices so low for the rest that this 
whole country can not stand up against it. They are already feeling 
it in England. 

Now, I want to digress just a minute. Here is a market letter by 
G. Specht & Co. I don't know them. They are a Philadelphia 
house. This says: 

OPPOETUNITIBB FOE INCOMING PROFITS ON FOREIGN SECURITIES. 

I presume they tell the truth. I am not a propagandist for this 
concern and don't know them and never heard of them before, but 
if they don't tell the truth they ought to be shut up. 

The textile industry of Germany affords a splendid example of German's industrial 
recovery. Already (jerman textiles are invading England, and the industry has had 
such an astoundingly successful year that its high records of peace times have been 
put completely in the shade. The North German Worsted ana Yarn Spinning Manu- 
factory of Bremen has declared a 12 per cent dividend and a bonus of 500 marks on 
each 1,000 marks. 

That is 62 per cent. 

In the past 12 months the company has doubled its business four times that of the 
previous year. Other companies such as the Aix la Chapelle Spinning Co., have 
I)aid 32 per cent in dividends; Concordia Spinning and Weaving, 16 per cent; Tex- 
tile Works, 25 per cent; Gruenburg Woolen Manufacturing Co., 35 per cent; Jute 
Spinning and Weaving, 41 per cent; Pong Spinning, 20 per cent; Saon Thread 
Manufacturing, 34 per cent. 
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Now that is how Germany is coming back. 

Mr. Hull. Where is the firm located, in Philadelphia 1 

Mr. Brown. I will give you their address. It is 1329 Walnut 
Street, Philadelphia. 

Mr. Watson. May I ask a question ? I understand that the wool 
manufacturers have about 3b,000,000 poimds of low-grade wools on 
hand. Is that correct ? 

Mr.. Brown. I don't think that is right. I think you refer to the 
Government stock, don't you? 

Mr. Watson. I understood the woolen neople had it. 

Mr. Brown. No., sir; the United States Government stock, that is. 

Mr. Watson. That the grade is so low that it is impossible for the 
manufacturers to make it into fabric that would be purchased by 
the American people. 

Mr. Brown. That is not quite the situation. The United States 
Government when the war ended had, if I remember rightly, some- 
thing like 300,000,000 pounds of wool in stock to sell. The United 
States Government had a comer on all the wool in the United States, 
because none of us were allowed to own any wool during the war. So 
they had an absolute comer. The manuiacturers had none, and it 
was all held by the United States Government. I don't want to go 
into that question at all because I don't want to criticise anything 
that has been done. Now that stock has dwindled to-day. It has 
been sold off, and naturally the best end of it has been sold, so to- 
day they have about 40,000,000 poimds left that is called this low 
grade stuff, largely, probably 80 per cent. That wool to-day is not 
the kind of wool in ordinary times that we import for the manu- 
facture of woolen goods. It usually goes to Germany, Belgium, to 
France and England, but the price of it is so low tnat it is being 
used here in carpets by the carpet mills. The large carpet mills are 
practically the only buyers of Government wool as the Government 

Euts it up at auction, oecause it is che'aper than any fiber they can 
uy anywhere in the world to put into carpets. 

Mr. Watson. What I wanted to ask was if Germany could afford 
to buy this low-grade wool at the price of exchange and manufacture 
it into fabrics and sell it to Austria and Germany, where they wish the 
more common fabrics, and make a profit, could they manufacture 
that low-grade wool at the price of exchange and sell it in this country 
and make a profit* on it? 

Mr. Brown. No; I don't think they could. It would be a class of 
wools that they always have used and which they could sell to people 
on the continent in Russia and all in through there. The plan of 
selling that wool right after the armistice to Belgium was along these 
lines, and it fell through for some reason or other, and since then it 
has been suggested that the wool be sold to Germany on some long 
credit arrangement, but there was some hitch there. You will have 
to ask the War Department about that. 

Mr. Watson. Now, I believe there are about $500,000,000 deposited 
in the hands of the Alien Property Custodian ? 

Mr. Brown. Five hundred million dollars. 

Mr. Watson. There is an effort being made and the banks are 
willing to loan money, I understand, on that. 
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Mr. Brown. With thkt as collateral ? 

Mr. Watson. Yes; in order that Germany may buy this poor wool. 

Mr. Brown. Yes, sir. 

Mr. Watson. That was my thought in asking you whether it was 
thought possible to buy this wool at the present exchange and then 
manufacture it into fabric and sell it. 

Mr. Brown. It would be what you might call a deferred credit. I 
think that the obligation would probably run for several years. I don^t 
think anybody would want to buy or sell on German exchange. You 
see this last year the German mark has fluctuated from one cent to 
4:\ cents. That is 300 per cent advance, or 325 per cent advance. 
Now, with exchange going like that all over the lot, I don't think 
any foreign nation would want to make a long-winded obligation 
based on exchange, so it would probably be made m American dollars. 
A lot of us have thought that was feasible, but just why it has not 
been done, I don't know. 

In 1914 or earlier, when the Underwood-Simmons bill was passed, 
we were on a gold basis and the world was on a gold basis. Every- 
nation of the world was solvent and a good customer, and the tariff 
bill was framed with that view. To-day I think we are solvent and 
we are on a gold basis. It is fair to presume that England is solvent, 
although it is off the gold basis, but as you go farther from England, 
excepting possibly France and Belgium, and talk about the other 
nations of Europe, I don't think anybody here is willing to stand up 
and say that they are solvent. I know very well they are not, and 
they are increasing their obligations; they can't get anywhere toward 
solvency as long as they keep on putting out notes. Their printing 
presses are still running and they are overworked and increasing 
their printing facilities more than they are anything else. So I call 
them insolvent. Now, then, to offset that, and the only way we 
can offset it, is to prevent those bankrupt goods from coming in 
under this yotj much depreciated exchange. 

Now this thing appealed to us — I am going to give the history 
of it — I have nothing to keep under my tongue. We were 
very much concerned about the whole situation and there was a 
meeting of the national association, the executive committee, called 
one morning, and we went down to have a general talk. We knew 
we were going into tariff matters pretty soon and would be talking 
tariff a little bit. We heard about the different sections of the 
country asking for relief. The farming commuiiities were in terrific 
shape — I know something about the woolgrowers' troubles, and they 
are right; they tell you the truth; it is so. I know the cotton chaps 
down south are in bad shape. They are all in bad shape, and they 
are all seeking relief in the way of embargoes or loans or something. 
Everybody wants help. After discussion we made up our minds 
that there was just one thing to do, and that was to enact some 
emergency legislation, something that would act as a stop-gap until 
we got our bearings. In other words, lock the stable door before 
the horse got out, and the only thing that we could think of is this 
plan we suggested, to regulate the values of currency. We are 
on a gold basis; why shouldn't thev come to a gold basis? And 
we know that that will keep out the dumping. We are not afraid of 
ordinary importations. That is all right. They will come anyway. 
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Wool is coming in and is going to come into this comitry whether 
this thing goes through or not. My whole business is importing 
wool. We don't buy any domestic wool hardly at all. I am on the 
importing end. We will bring in just as much wool if our mills run, 
but if our mills don't run we won't bring in any. 

Mr. Dickinson. Tell me why you don't buy any domestic wool? 

Mr. Brown. With domestic wools you have to have a large standing 
organization with lots of loft room, graders, and all that sort of thing, 
for we have to grade all the domestic wools and repack them and 
put them up in piles. 

Mr. Dickinson. Who does the grading of the foreign wools ? 

Mr. Brown. That is done at the pomt of origin. For instance, 
all the Argentine wools are graded there, and they come forward in 
bales, and what appeals to me about the foreign wool business is that 
we only have to pay storage and insurance when we are carrying wool. 
Foreign wool comes in by the package, as we call it. We work more 
on standard grades. In the foreign wool business we sell to arrive. 
It is our plan to buy and sell practically at the same time and keep 
the organization going on a large turnover. But it only takes a very 
small organization at this end to handle the foreign packages, where 
we don't have to show only one or two bales out of 100, or one or two 
bales out of 1,000. 

I will put it another way, to bring it right down to you. I pre- 
sume that our overhead for the same dollars of business as a domestic 
house is possibly one-eighth. 

Mr. Collier. How much wool do you use in a year ? 

Mr. Brown. I don't know what you mean. You mean as a wool 
dealer or as a manufacturer ? 

Mr. Collier. How much of this foreign wool do you buy ? 

Mr. Brown. Lastyear we were handling something like 25,000,000 
pounds of wool. We are going a little slow this year. We are out 
of debt to-day, so you can imagine we have been getting ready for this. 
Last year we handled about 25,000,000 pounds, but we don't talk very 
much about this year. 

Mr. Collier. That was all foreign wool ? 

Mr. Brown. Yes. 

Mr. Collier. You don't buy any domestic wool ? 

Mr. Brown. We don't intend to, because we are not rigged up 
with an organization to handle it properly. 

Mr. Dickinson. What is the amount of annual production of 
domestic wool ? 

Mr. Brown. About 300,000,000 pounds. 

Mr. Dickinson. Do you know how much of what you call shoddy 
is used in the manufacture of goods ? 

Mr. Brown. Yes; we use shoddy. 

Mr. Dickinson. How much of what you call shoddy is used by 
manufacturers of so-called woolen goods ? 

Mr. Brown. I don't think I coind give you those figures, but of 
course all the worsted mills — the larger part of the machinery in this 
country to-day is worsted machinery — only use virgin wool, it is im- 
possible for a worsted machine to use shoddy. That cuts out all the 
worsted men. Now, the worsted men must use, I should say — take the 
last year when they ran full, that is the only year we can go by — I 
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should say the worsted men used 65 per cent to 70 per cent of the 
actual wool. Now, the woolen man comes m in this way : The worsted 
man uses the more valuable, longer products ; the woolen man uses his 
refuse, which are wastes from the worsted process, noils, which are the 
short combings from the worsted process, and then he uses the best 
shoddys or reworked wool — shoddy is a very broad term — it takes 
in an awful lot of good stuff and it takes in a lot of poor stuflF. 

Mr. Dickinson. Is it your judgment or information that as much 
as 90,000,000 pounds of shoddy is used in the manufacture of woolen 
goods? 

Mr. Brown. A year ? 

Mr. Dickinson. Yes. 

Mr. Brown. I would not be surprised. Of course there is a lot 
of it that goes into felt manufacture. You take the paper makers' 
felts, the V have to have wheels made of felt, and there is a lot of 
shoddy that goes into that. Shoddy has lots of heavy uses. 

Mr. Dickinson. What amount goes into the manufacture of 
clothing ? 

Mr. Brown. That is very hard to say. Of course you take heavy- 
overcoating weighing 30 or 32 ounces, and you can't buy an overcoat 
in the world, I don't care where you go, that hasn't either noils, the 
short fiber out of the worsted process, or shoddy in that overcoat. 
You can't go anywhere in the world and buv one. In fact, your finest 
overcoats, in order to get that fine feel, have got to have a lot of 

Eoints. Now, the shorter your fiber the greater nmnber of points you 
ave. Do you see that ? You take one long fiber and there are only 
two points to it, way out here, but when the fiber comes down here, 
in that same length you get a thousand points, and those little points 
that come up on the surface of your overcoat are what gives it that 
soft feel. 

Mr. Dickinson. There is no such thing as all woolen cloth, then — 
that is, in clothing ? 

Mr. Brown. Not to a large extent. Nobody expects it. And 1 
wiQ tell you why. I have been through that figuring. We have got 
woolen machinery and it has worried me. The worsted process is the 
cheaper process of manufacturing as against the woolen. There are 
more of the operations in worsted made by machinery than by the 
operative. The spinning is very much simpler on worsted than it is 
on woolen, and we have girls in the worsted mills, and all they have to 
do is to just take off the bobbins when they are filled, but we have to 
have men spinners in the woolen, and in the operation of making a 
piece of woolen cloth out of pure wool the spinning costs more, the 
weaving costs more, the dyeing costs more, and when you get 
through the woolen piece of goo^ costs more than the worsted, and 
it is not as good commercially. 

Now, to make it cheaper than worsted, we utilize and perform an 
economic purpose by working up the short fibers from the worsted 
man with virgin wool, making a blend with shoddy, or whatever it 
might be, but we have to produce a piece of goods that is strong 
enough to pass the clothing trades and the jobbers in New York, 
because if it is weak and hasn't strength to it thev simply throw it 
back at us. Now we have to pass those buyers, because after they 
buy it of us at $2 or $3 a yard they have got to put $10 or $16 cost 
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of manufacturing into it, and then they have got to sell it to the 
retailer. Now, if you buy that suit of clothes and it doesn't rive you 
reasonable satisfaction, that suit of clothes comes back all eSong the 
line. So you see we have to send out a pretty good piece of goods. 
So the woolen goods that go on the market, no matter what they are 
made of, go at a lower price. They fill a useful purpose. They are 
sold cheaper than worsted piece goods can be sold for, and of course 
when you get to the overcoating there are no overcoatings but what 
are made by the woolen process. They have to be. 

Mr. Garner. I was interested in your statement about Europe 
having to clean up, as you stated — or what expression did you give to 
your creditor ? 

Mr. Brown. I don't know what I said, but I will say they are 
largely insolvent. 

Mr. Garner. I agree with you to a certain extent, but your 
remedy — ^I wanted to find your remedy. You said if you had a 
creditor in this country and he was broke, you would tell him to 
"clean up,'' or what expression was it? 

Mr. Brown. Make a compromise with his creditors. 

Mr. Garner. A compromise with his creditors, and then you 
would extend him more credit ? 

Mr. Brown. Adjust himself, get on his feet. If the man has 
made an honest failure we will trust him on his good looks and start 
fresh with him. 

Mr. Garner. I don't know whether you will do Europe that way 
or not. I don't know how about their looks. 

Mr. Brown. No; I haven't seen very many over there that I 
would want to trust very far. 

Mr. Garner. Europe is broke and we are the only people that 
have got any money. 

Mr. Brown. Yes, sir. 

Mr. Garner. Now, suppose here are a number of your debtors, say 
10 or 15 of them, and they are all broke and vou are the only man 
who has any money, how are they going to clean up among them- 
selves and get in shape to get some of your money again? I don't 
understand. 

Mr. Brown. I have been in that position myself, as a creditor. 
In my ex^perience I have had three mills fail on me and I was the 
only creditor. I was easy, I guess. But we cleaned up. I settled 
with them as well as I could. If they could secure any money from 
friends or anybody else to start along again, I gave them credit. 




but all I had and more too was tied up in failures, so i got some 
experience in failures then. 

Mr. Garner. Here is the illustration that you gave and which 
attracted my attention. Here is Europe all broke — ^you made no 
exception. 

Mr. Brown. Sure; except as I stated. 

Mr. Garner. Now all oi your debtors — ^you are the only man who 
has any money, and there are 15 other fellows here that trade with 
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you, and they are all broke, and then you tell these gentlemen: 
''You clean up and I will do business with you again.'* How are 
they going to clean up when you are the only man who has any 
money ? 

Mr. Brown. That is not so difBcult. There is one thing sure, they 
can't clean up, if it is an individual credit with me, by taking 
every cent I have got out of my pocket and putting it into theirs. 
Now, that is the situation. We are willing to help Europe; we are 
glad to help her, lend her some money, to do anytning — to give her 
this wool we are talking about on five years' credit. There are- 
things that we have got to Duy of Germany. If we Klaven't, some 
other nation has; but there is no reason wiij France and Germany 
and England should send more goods into this country than they 
have sent in to us for 15 or 20 years past, and break us. Charity 
begins at home. 

Mr. Garnter. Now, how are you going to get paid? I come back 
to the question that you heard me ask the nrst gentleman who 
appeared this morning. We have our exports, I think now some- 
thing like $2,000,000,000 in round figures — I don^t recall now what 
they are, but just for illustration say they are $2,000,000,000 more 
than the imports. 

Mr. Brown. Yes, sir. 

Mr. Garner. Europe has no money. How are they going to trade 
with us unless they trade in goods ? 

Mr. Brown. As long as Europe has no money we could export 
ten billions more than we import, as long as she doesn't have to pay 
for it. ^ 

Mr. Garner. How will you ever adjust that exchange, then? 
How will you ever get a chance to clean up ? 

Mr. Brown. The way the proposition came to me, we were asked 
as a firm — I am in the wool ousiness now — to sell a certain amount 
of wool to a German concern on IS months' time, one of our 
voung men had been over in Germany for three or four months and 
had studied the question, and he came back with several very good 
schemes, and one oi them was to extend credit to Germany on 18 
months' time. He said there was good profit in the business. I 
said, ^^That is all right; but how much business can we do? It 
won't take long to get our capital tied up; then we have got to go 
ahead and borrow money; and suppose somebody wants money 
while we have got our money out there ; we would have to quit, and 
we couldn't do business anywhere else." Now, for a merchant to 
extend credit to Europe on long time — by ^'long time" I mean any- 
thing exceeding 90 days — is entirely impractical. We couldn't main- 
tain our credit with the banks, and we have to do that. Now, 
whether you can form some of these finance corporations — whether 
the United States Government wants to do it I don't know; but 1 
do know this, that outside of some very large corporations in this 
country, like the steel company and the locomotive companies and 
similar companies, it is absolutely impossible for the merchant or the 
manufacturer to extend any credits of any size to Europe. We can't 
do it. It takes all the money we can get here to do our own busi- 
ness, and we do our business here on a credit system of anywhere 
from 10 days to 60 days, and we all of us, when business is good, 
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borrow a lot of money to do it. So we can't tie up our funds that 
other way. 

I am not sitting up ni^ts worrying about Europe's problems. 
We didn't bring tnem on Europe; they are her own hatcning, her 
own babies, but 1 am very much interested in the troubles we have 
got here and I think — ^I don't think it is a party question; it isn't 
party policy; I am not here on that basis at all. When I come here to 
talk on protective tariff I may talk on another basis, but this is an 
American question and the whole of America is interested in this 
thing and absolutely tied up in it, and there is hardly an interest in 
America that would not be revived at once by the operation of some 
such plan as this. Now we are not tied to that plan — I mean we 
don't say there is no other plan, but we can't think of anything that 
would go through quickly that would fill the bill. If there is anything 
else that will go through quickly and prevent a continuing dump- 
ing process, we are for that. But this is the best thing we could 
think of, and we have talked it to different people — and naturally 
we have talked to the woolgrowers. It is perfectly proper that we 
should talk to the woolgrowers. We wouldn't go out and talk to a 
lot of bootblacks, but the woolgrower is interested in this business 
just the same as we are. There is no reason why any manufacturer, 
either now or later on, should be ashamed of being in consultation 
with the woolgrower. Their interests are ours; we are all American 
and they are closer to us than some other industries. We talked it 
over with them and we showed them where it would at once put a 
duty — or the effect of a duty — ^from which the United States would 
get the revenue, by the way — of practically 40 per cent. 

It would stop foreign goods coming in; it would at once stabilize the 
New York market, where to-day you can not sell goods to save your 
lives, because people are afraid of values, and the reason they are 
afraid of values is perfectly evident. Don't you think that Hart, 
Shaffner & Marx and all those big clothiers know what they can do 
abroad ? There isn't a man in this room that has any conception of 
what contracts they may have already placed there. I know what 
is in their minds and I know they say no matter how cheap stuff is here 
in this country, as long as this present condition lasts we can buy our 
materials in Europe cheaper than any American mill can sell them to 
us. And the people of that line of business know the sam^ thing, and 
they don't buy except as you sell stock goods way down. Now, in the 
passage of an emergency measure, when they see that that advantage 
of buying German labor at one-seventeenth or one-fifteenth of what 
we are paying in this country — when that disappears, goods will have 
a value and they will begin to buy goods; they will begin to give mills 
orders ; mill wheels will start; wool will be bought; and the whole thing 
will start along, before the dumping is on us. But just as sure as 
we don't recognize that thing and the dumping does come on us, you 
are going to have a very, very distressing state of affairs, which as an 
American I don't wish to see. 

I don't know as I want to take up your time further. There are 
so many attractive bypaths that I would like to talk for some time, 
but I think we want to keep right to the question as much as we can. 
We all admit that the country is in a deplorable shape, and as I have 
stayed in Washington — I want to say this, that I have been in Wash- 
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ington off and on for several years, the last 20 or 25 years, possibly, 
and I never have seen the desire in Washington to be so helpfm, 
together with a keen appreciation of the situation that confronts us 
to^ay. It has been unheard of in the history of the world, and all 
recognize it. But I find a strong desu-e everywhere to do something, 
and that it should be done quickly. Everybody we have spoken to 
has been interested. They haven't gone to sleep vhen we were talk- 
ing; they have sat up and taken notice because they were interested 
in this situation. 

Now, as I say, the principal thing is time. Speed up before we are 
l)usted. A good many are ousted now, but we can save a lot. Speed 
nt). If this plan doesn't do it, give us a better one, but do something. 
Tnat is what we all want done. 

Any questions, gentlemen, that I can answer I will be glad to. 

The Chairman. Does anv gentleman wish to ask Mr. Brown any 

Suestions ? If not, we will call another gentleman, Mr. Charles F. 
lockwell. 

Mr. Rockwell, we have five or six gentlemen that want to be heard 
to-day. We don't want to cut you off in your time, but we hope 
you will get to the point as quickly as possible. 

STATEMENT OF MB. CHABLES F. BOCKWELL, PBESIDENT, 
MILLEB BBOS. CTJTLEBY CO., MEBIDEN, CONIT., BEPBE- 
SENTIITO THE AMEBICAIT POCKETKITIFE IITDTTSTBY. 

Mr. Rockwell. I am president of the Miller Bros. Cutlery Co., 
Meriden, Conn., also chairman of the American pocketknife industry, 
which embraces the entire American production. Miller Bros, is my 
,own individual company, and I represent the association, composed 
of 30 companies. 

I desire very briefly, gentlemen, to present the very distressing 
situation which alreadjr confronts the American pocketknife industry. 
In fact, the dumping situation, to which some of the gentlemen who 
have spoken earlier have referred to as a thing of the future, is already 
a thing of the present so far as cutlery items are concerned. 

One item of cutlery importations during the year 1920 has already 
exceeded in dozens the consumption of that particular article dur- 
ing any entire calendar year imder any previous tariff, high or low. 
Under the McKinley taaiff,' the Dingley tariff, the Payne-Aldrich 
tariff, the average ad valorem equivalent on pocketknives was in ex- 
cess of 90 per cent, and yet xmaer the operation of aU three of these 
tariffs more than 60 per cent of the dozens of pocketknives pur- 
chased in the United States were of foreign origin, which demonstrated 
pretty conclusively that even those rates under the manufacturing 
costs then obtaining were not unreasonable. 

Under the Underwood , bill the rates are 35 per cent on knives 
valued at less than $1 per dozen, and 55 per cent on knives valued 
at more than $1 per dozen. This bill, gentlemen, was not passed 
until late in 1913 so that the German imports did not get into their 
full stride xmtil 1914, and it is a matter of record that the number of 
dozens imported during the year 1914 was in excess of the total 
consumption in dozens of the United States in any year previous. 
ITie only thing that saved the absolute wreck of the pocketknife 
industry was the breaking out of the war in 1914. 
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Since early this year the importation of pocketkoives has again 
hecome very strong, and because of the diflterence in exchange onr 
maximum rate of 65 per cent amounts practically to nothing. The 
importations for the Last two or three months have been something 
appalling. I am not able to give you the exact figures at the present 
time, because I didn't know imtil late yesterday afternoon that I 
might appear to-day, but any statements that I make I can very 
easily siibstantiate and will be glad to do so at a later date. I have 
appeared before this committee on at least four or five other occasions, 
and I think my reputation for veracity is fairly good, 

Mr. Treadway. Have you invoices of importation? 

Mr. Rockwell. No, sir; but I have a letter which I just received 
yesterday. With your permission I will read it. I will omit the 
names, because this letter — ^I will vouch for the authenticity of it: 

Gentlemen: I have just received prices from Germany which permit me to offer 
you a limited line of knives at practically prewar prices. These gONods will be sold 
i. o. b. factory Solingen, and you will pay the duty and transportation charges from 
there, which duty is 56 per cent and otner expenses of about 5 per cent. We and all 
other importers figure 60 per cent, so you can do the same. 

We will sell you these goods on regular terms, 60 days, 2 per cent cash in 10 days. 
Will send the documents with draft. 

I can not send you samples of these goods as I have but one s^t of them, but if you 
are interested and desire to buy, I will either see you personally or send a young man 
to see you. The samples are of goods that have been manufactured since the war and 
are not old samples. The material is better than usual, as the high-grade steel is all 
being converted with Government aid into steel for commercial purposes. We can 
execute orders promptly and can get the goods over before the tariff is changed, which, 
of coiuse, it will be, causing further advances. 

Inclosed find descriptive list of what I can offer. 

With your permission, I would like to quote two of their offerings: 

No. 04050, stag handle, German silver lined, and bolstered, like premimn stock 
knife. 

Those gentlemen of the West or South know what the premium 
stock knife is — 

Three blades and leather punch; f. o. b. Solin^en, $4.16; duty and expense fgure 
60 per cent, $2.50; total price deUvered to you, about $6.66. 

That is per dozen. That is delivered in the United States. The 
price for the same grade American knife at the present time is $14. 

Mr. Treadway. Does that take into consideration this inequality 
of exchange ? 

Mr. KocKWELL. Yes, sir. 

Mr. Treadway. You think their price is based on this low value 
of the mark? 

Mr. Rockwell. Yes, sir. ^ 

Mr. Treadway. It makes no reference to that. 

Mr. Rockwell. No; but that is in the automatic working out 
of it. 

Another one, the case of a 3J-inch standard jackknife: 

This is a knife, brass lined, German silver bolster and cap, large-blade knife. Was- 
one of our be^ sellers at $3 per dozen. Price now, $2.96, plus $1.38. Delivered at- 
about $4.74 per dozen. 

The American price on a knife of the same character and grade is- 
$9 per dozen. 
Mr. Rainey. Who is making those propositions ? 
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Mr. Rockwell. This proposition is made by one of the most 
reputable importing concerns in the city of New York to one of the 
largest jobbing concerns. As I said, I am not at liberty to give the 
name. 

Mr. Rainet. What firm is it ? 

Mr. Rockwell. Well, this came into mj possession only yesterday 
as a matter of friendship from this jobbing concern, and I did not 
secure their permission to make the name public. I will do that 
later, sir. But I vouch for it as a gentleman that these are authentic 
copies. 

Mr. Rainey. Is that a secret price they are making ? 

Mr. Rockwell. No, sir; simply a matter of an importing firm 
from whom they had been buying goods at various times before the 
war, and they have renewed their quotations. 

Mr. Rainey. Will you get permission from them to tell us who 
they are ? 

Mr. Rockwell. I will endeavor to do so; yes, sir. But I will be 
glad to leave this copy here without the names. 

Mr. Rainey. It won't do us any good without the names. 

Mr. Rockwell. I know; but I mean so I can supply the name 
later. 

Mr. Treadway. What would be the natural market price for those 
goods you have quoted, if it were not for this inequality in exchange 
that exists to-day ? 

Mr. Rockwell. I haven't fibred that out, but it would be — that 
is a recent quotation, and the value of the German paper mark 
recently has fluctuated between 1 and 2 cents. I believe the present 
quotation of yesterday is 1.31, as contrasted against a normal or par 
value of the gold mark of 24.8. 

Mr. Treadway. If the mark was 24.8, these American prices 
would very readily compete, would they not ? 

Mr. Rockwell. It would help us materially. 

Mr. Treadway. What advantage was there before this deprecia- 
tion of the mark for German importation, in your line of business ? 

Mr. Rockwell. Well, there was every inducement in the world, 
as I have already illustrated by the fact of importations which were 
brought in before the war. 

Mr. Treadway. Now you speak entirely of pocketknives ? 

Mr. Rockwell. I am speaking of pocketknives now, sir. 
. Mr. Treadway. What organization is it that you are president of ? 

Mr. Rockwell. My individual company is Miller Brother Cutlery 
Co., Meriden, Conn. 

Mr. Treadway. I am somewhat familiar with Meriden; there is 
such a concern as Landers, Frary & Clark, rated as cutlery manu- 
facturers in the same sense as vou speak of yourselves ? 

Mr. Rockwell. Yes, sir; tney have a pocketknife department, 
also table knives, household cutlery, scissors, razors, and they also 
make other lines — perc(i)lators and things of that kind. 

Mr. Treadway. They are broader than an ordinary cutlery firm, 
I suppose ? They make other things than cutlery ? 

Mr. Rockwell. Yes, sir. 
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Mr. Treadway. What I am getting at is the extent of your defini- 
tion of cutlery, or what you are interested in. This condition isn't 
confined to pocketknives, is it ? 

Mr. Rockwell. No, sir; absolutely not. The figures I have 
quoted have particular application to pocketknives, but the same 
conditions in a general way are true of the various branches of the 
cutlery industry. ^ 

Mr. Treadway. Take the plated ware. There is a base, is there 
not, that is plated over ? 

You take a table knife, that would be called ''cutlery" in the same 
general sense ? 

Mr. Rockwell. Yes, sir; although 

Mr. Treadway (interposing). I mean the base. 

Mr. Rockwell. The base would; yes, sir. 

Mr. Treadway. I don't know what it is called, but there is a base, 
is there not ? 

Mr. Rockwell. Yes, sir. 

Mr. Treadway. Is that a German product ? 

Mr. Rockwell. To some extent. I Am not as familiar with the 
silver end of the cutlery proposition as I am with the pocketknives, 
razors, and table cutlery — that is, steel table cutlery. 

Mr. Treadway. Do you know whether the cutlery concerns in 
Grreenfield and Shelbourne Falls belong to this organization ? 

Mr. Rockwell. They belong to part of the organization; yes, sir. 

Mr. Treadway. Are they suffering from this same condition ? 

Mr. Rockwell. They are suffering very badly. There is no par- 
ticular branch of the cutlery business that isn't up against it hard. 

Mr. TREAr>WAY. You know the concerns I refer to ? 

Mr. Rockwell. I do. I am personally acquainted with all of 
them. 

On the 1st of October in the pocketknife industry the factories 
generally had orders on their books sufficient to absorb their capacity 
to from four to six months; now it is a fair statement to-day that on 
the first of the year they will have practically no business. 

Mr. Treadway. You mean by reason of canceled orders ? 

Mr. Rockwell. By cancellations; yes, sir. Half of the factories 
in our industry are to-day running on a three or four day basis. 

Mr. Treadway. Well, is that cancellation due to the trade being 
fully supplied or the expectation of lower prices ? 

Mr. Rockwell. A combination of everything, I should say; 
although there is no reason for an expectation of lower prices on our 
product. 

Mr. Hawley. I would like to ask one question. 

Did you compute the price per dozen of these German importations 
on the oasis of the proposal suomitted by the gentleman who appeared 
before ? 

Mr. Rockwell. On the gold basis, you mean ? 

Mr. Hawley. Yes. 

Mr. Rockwell. No, sir; I have not done that. I can do it. 

That is the only solution we can see of this proposition. 

Mr. Treadway. Let me ask you just one more question in that 
same connection. You are very confident that these quotations 
made to you are on the basis of the depreciated exchange ? 
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Mr. Rockwell. Yes, sir. 

Mr. Tkeabway. Otherwise the concerns themselves could not afford 
to make the offers ? 

Mr. Rockwell. No, sir. 

Mr. Oldfield. Do you think this proposition, Mr. Rockwell, would 
cure the situation ? 

Mr. Rockwell. I don't think it would cure it, but it would give 
us some hope. It is the only way we can see at the present time. 

The Chairman. Have you finished now, Mr. Rockwell? 

Mr. Rockwell. I have, if the gentlemen have finished with me. 

Mr. Brown. Mr. Treadway asked a question twice and it has not 
been answered. Could I answer it ? 

The Chairman. Yes. 

Mr. Brown. You have asked about invoices, if we could produce 
them. 

Mr. Treadway. Yes. 

Mr. Brown. You mean consular invoices ? 

Mr. Treadway. Yes. 

Mr. Brown. We can not produce them because we have to file 
them with the customhouse. 

Mr. Treadway. But you have copies, do you not ? 

Mr. Brown. No; we have no copies of consular invoices. We 
have copies of other invoices. So far as the standing of the currency 
at the time the consul attests to the invoice in any foreign port is 
concerned, that is absolutely true. I have seen invoices myself; 
they have passed through my hands and I am willing to stake every- 
thing I said to-day as tne truth right on that statement. 

Mr. Treadway. What I am getting at is some particular illustra- 
tion of this very argument you are making of the depreciated cur- 
rency: some actual proof in the way of whatever papers may have 
passed between the customer and the customhouse or yourselves as 
importers — ^whatever record you have in your office of importations 
under the depreciated currency. 

Mr. Brown. I think we can teU you from the invoices. 

Mr. Treadway. That would be valuable for the record. 

The Chairman. We will call Mr. Frank J. Hagenbarth. 

Mr. Hagenbarth, wiQ you kindly give the reporter your name and 
address and the industry you represent? 

STATEMENT OF HE. F. J. HAGEHBAETH, PEESIDENT, 
NATIONAL WOOL OEOWEES ASSOCIATION, SPENCEE, IDAHO. 

Mr. Hagenbarth. My name is Frank J. Hagenbarth, Spencer^ 
Idaho. I am president of the National Wool Growers Association 
and am also on the executive committee of the National Live Stock 
Association. We have a committee here with a number on it repre- 
senting the National Live Stock Association, the National Grange, 
Patrons of Husbandry, American Farm Bureau Federation, ttie 
National Wool Warehouse Cooperative CJoncem for the handling of 
wool, and the Columbia Basin Wool Warehouse Cooperative Co. 
I will hand this to the secretary, in order that you may nave the full 
list. 
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The paper referred to follows: 

F. J. Hagenbarth, Salt Lake, Utah, president, National Wool Growers Association; 
executive committee JN^ational Live Stock Association (cattle). 

Thos. C. Atkeson, Washin^n, D. C, National Grange, Patrons of Husbandry. 

J. F. Walker, Gambier, Ohio; secretary Ohio Wool Growers Association; chairman 
wool committee. Farm Bureau Federation. 

C. J. Fawcett, Chicago, 111. (No. 5 South Wabash), director wool marketing. Farm 
Bureau Federation; superintendent fleece wool department, National Worn Ware- 
house (cooperative). 

Prager Miller, Roswell, New Mexico, president New Mexico Wool Growers. 

S. W. McClmre, Nampa, Idaho, manager Columbia Basin Wool Warehouse Co. 
(cooperative). 

Prof. W. C. Coffey, Urbana, 111., wool committee, American Farm Bureau Federa- 
tion. 

The Chairman. Mr. Hagenbarth, we have three gentlemen, Mr. 
McClure, Mr. Coffey, and Mr. Fawcett, all upon the same subject. 
The committee womd like to conclude by 5 o'clock if we can, and if 
we can not hear you by that time we will have to adjourn until 10 
o'clock to-morrow morning. 

Mr. Hagenbarth. We are going to be very brief, and I will say 
that I think the committee in a little caucus agreed that there was no 
need of repetitions, and so on, and that as president of the National 
Wool Growers Association, I should speak for the committee, and 
Mr. Fawcett will also speak briefly on behalf of the American Federa- 
tion of Farm Bureaus in the Middle West. 

Dr. J. M. Wilson, of Wyoming, president of the Wyoming Wool 
Growers Association, is here, Mr, Prager Miller, president of the 
New Mexico Wool Growers, and others, but we do not propose to 
repeat statements. I think the message that we have can be brought 
to you without taking up a lot of yom* time at this busy session. 

There is one thing that has come up here this morning at these 
hearings, Mr. Chairman, that, if it was not so tragic in our case — 
''our case'' — I mean live stock — ^it would be amusing, that is this 
reference to the saving of the duty levied by any bill on live stock 
of any kind, on wool, on cattle, and cattle products, or anything 
of that kind. It is all on the free list, so there is apparantly no 
salvation for that class of commodities derived from live stock. 

Now Mr. Brown stated that he had closed his plants down last 
April. I know you gentlemen appreciate that a livestock man can 
not close his plant down. There is no possibility of closing it down 
except to liquidate and go to market and sell his animals and have 
them slaughtered. That is being done. The man that continues 
in business, that keeps his cows afid keeps his ewes for the produc- 
tion of the future meat supply and wool supply of the coimtry must 
keep his plant running full hours, 24 hours a day, and his expenses 

fo on identically the same as if he was making profits in the business. 
Tow that fact is fxmdamental and must be borne in mind in this ques- 
tion. It is utterly impossible. A few dollars here and there in cur- 
tailment of expenses might be had, but there is no such thing as 
shutting down. 

^ Now the livestock situation is utterly different from any proposi- 
tion that has been or will be submitted to you, gentlemen, by reason 
of the fundamental fact I have just stated. There are two things 
that have caused that. We have our troubles with the exchange 
situation; we have our troubles with the market the same as every- 
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body else, but added to them is the matter of an ''act of God/' espe- 
cially in the great States comprising the Rocky Mountain section, 
which produces 66 to 70 per cent of all the wool and sheep in the 
country, and 45 to 50 per cent of the feeder cattle and the butcher 
cattle. We went through a drouth in the winter of 1918, when there 
was no snow which resulted in half a hay and shortage of feed crops 
of all kinds; and not a drop of rain from the middle of April until 
September, which meant no grass on the ranges and a poor quality 
of mutton and beef animals at shipping time. In October the snows 
came and rigors of winter continued until the following May. All 
through March and April were heavy storms. Where normally we 
went to feed with our hvestock after the holidays and during January, 
in 1919 we went on to feed in October and fed for six months until 
May. Now, to make this brief and short as possible, our feed bills, 
by reason of the high prices of hay, cottonseed meal, corn, and so 
forth, were increased from 500 to 700 per cent. That is a broad 
blanket statement and the details can be given if the committee 
wants to ask for them later. That was caused by ''an act of God'' that 
we could not control, and not by speculation, nor by inflation. 

Mr. Green. That was the winter of 1918-19 ? 

Mr. Hagenbarth. That was this past winter, 1919-20, follow- 
ing the drouth in 1919 where we had half a crop of hay in the West, 
and those conditions have laid a burden of liquidation and expense, 
and so on, on the livestock industry. 

Mr. Green. Hay is not high out there now. 

Mr. Hagenbarth. Not this year; and the cattle and sheep men 
have no money to buy hay at any price and no credit. It is difficult 
for people to understand why the livestock are in their present con- 
dition. The general supposition is that they are simply sufifering 
from low markets, no profits, and so forth, in addition to the low 
markets they are suffering from the physical conditions imposed on 
them through the two years prior. It has been going on over two 
years now — drouth followed by an extremely severe winter that 
used up all their financial resoiKces. Now when the time came to 
market the wool this year there was no market for it. 

Mr. Green. Hay is just about like wool, there is no market for 
hay out there? 

Mr. Hagenbarth. Except to the stockmen. The stockmen are 
buying hay where they can. They have to in order to preserve or 
taKe care of their animals during tne winter. 

Mr. TiMBERLAKE. It is very cheap, however. 

Mr. Hagenbarth. It is very cheap this year compared to last year, 
although not cheap compared with three or four or five years ago. 
Hay is costing $6 to $8 a ton even this year, where it was worth from 
$4 to $5 a ton four years ago or three years ago. 

Now, these conditions have resultea in all the sheep in the West 
being mortgaged from $6 to $12 per head. The average is about $9 
per head on ^ the sheep in the West. 

Mr. Rainey. I thought that was aU that they are worth. 

Mr. Hagenbarth. It is. The cattle are mortgaged from 830 to 
$60 per head. The average mortgages on cattfe in that country 
are $45. 
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Mr. Rainey. Isn't that more than they are worth? 

Mr. Hagenbarth. It is about aU they are worth. On the range 
they are worth it, but on the Chicago market they are not. Freight 
and selling costs absorb a large percentage of their market price. 

Now, gentlemen, those mortgages were laid on those sheep by the 
physical conditions to carry them through the winter and through 
the drought that we had out there. 

Mr. Hawley. Does that apply to all the sheep and cattle, or just 
B, certain part that are under mortgage ? 

Mr. Hagenbarth. No, that is the general average; 90 per cent 
•of the coimtry is in that condition. 

Mr. Rainey. Who is carrying those mortgages, the banks out 
there ? 

Mr. Hagenbarth. Different concerns. The Portland Cattle Loan 
Co. is carrying about $14,000,000; the Columbia Basin Wool Co. is 
<5arrying about $7,000,000; the Spokane Cattle. Loan Co, over 
$3,000,000, and so on down the Ime. There is about $150,000,000 
of mortgages on these cattle through loan companies on live stock in 
Addition to the bank loans. 

Mr. TiMBERLAKE. I was going to ask, this is in addition to the 
local loans ? 

Mr. Hagenbarth. In addition to the local bank loans; yes. Now, 
this condition got so bad, Mr. Rainey, that we called a meeting in 
<5hicago about two months ago, at which were present the packers, 
the railroad presidents, such men as Hale Holden, Mr. Hounaford, 
Ogden Armour, Louis Swift, and others, governors of the Federal 
reserve banks, and so on. There were about 140 very representative 
men from Portland, Oreg., to Boston; bankers that were concerned 
in this situation and were worried about it. 

We went down to see the Federal Reserve Board and see if some- 
thing could not be done. We were hopeful of getting something 
through the War Finance, but Secretary Houston and Mr. Harding 
thought that if they started out on helpmg the live stock they would 
have to help everybody, and we could accomplish nothing. Bankers 
•of Boston, New i ork, and Chicago have got together, and in order 
to save these cattle loan companies, and in order to save the banks 
that are right up against liquidation to-day that can not be liqui- 
dated, have organized a little pool, which was just finished a few days 
ago, with $22,000,000 to take care of the immediate situation. 

As hard as times are and as serious as it is for the bankers, after 
they looked into the conditions they saw that something had to be 
done, and they were big enough to do it, and they put up that money 
simply as a temporary expedient. They made one of the conditions, 
however — and I will put this in the record, with the consent of the 
chairman^-I want to read you just a clause to show you just what 
their plan is and just why they had to do it: 

The Live Stock Finance Corporation, and its supporting pool of $22,000,000, con- 
tributed by Chicago, New York, and Boston banks, is the outgrowth of repeated 
representations to the bankers of those cities of the distress of live-stock' producers 
-occasioned by their inability to finance breeding herds, with consequent forced 
marketing of such live stock, to the permanent injury of the industry. 
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After providing for procedure in taking care of this paper, they 
state: 

such paper shall not be purchased except in case of the inability of the applicant cattle 
loan company or bank to carry the accouunt, and that such paper shall not represent 
loans made for feeding or speculative purposes; it being understood that the only 
loans to be taken care of hereunder are breeding or producing loans already made 
and those only in case liquidation by shipment to market of the stock or immature 
animals is imminent. All such loans in addition to indorsement shall be properly 
secured by chattel mortgages on live stock with an adequate collateral margin and / 
or other satisfactory indorsement or guarantee. 

Mr. Rainey. The proposition, then, is to keep these animals off 
the market ? 

Mr. Hagenbarth. To save the cows and ewes. 
(The paper referred to follows:) 

Live Stock Finance Corporation, 

Chicago y Ill.j November SO, 1920. 

For the benefit of those who may be interested, and particularly for the information 
of applicants or those who may contemplate making application for loans from the 
Live Stock Finance Corporation, the executive committee desires to submit the 
following facts and comment: 

The Live Stock Finance Corporation, and its supporting pool of $22,000,000, con- 
tributed by Chicago, New York, and Boston banks, is the outgrowth of repeated rep- 
resentations to the bankers of those cities of the distress of live-stock producers 
occasioned by their inability to finance breeding herds, with consequent forced mar- 
keting of such live stock, to the permanent injury of the industry. The corporation 
itself has a nominal capital of $1,000. Consequently, from its own resources it is not 
able to render any assistance in the shape of loans to the industry. The ability of the 
corporation to make loans rests upon the funds underwritten for the use of the corpo- 
ration by the bankers. Therefore, the conditions of the underwriting as to the char- 
acter of loans that shall be handled by the corporation and the terms upon which 
loans may be handled must control absolutely the action of the officers of the corpo- 
ration in the consideration of loans. 

With reference to the character of loans and the terms and conditions upon which 
they may be handled, the underwriting agreement, which is the contract between 
the corporation and the subscribing banks, contains the following: 

The corporation by its board of directors, acting through the above coinmittetj 
shall purchase at the rate of discount of 10 per cent from cattle loan companies and 
banks such indorsed paper as shall, in their entire discretion best carry out the pur- 
poses of the corporation, but not to exceed the maximum engagements of the sub- 
scribing banks ans subject to the limitations that such paper shsul not be purchased 
except in case of the inability of the applicant cattle loan company or banlc to carry 
the accoimt, and that such paper shall not represent loans made for feeding or specu- 
lative purposes; it being understood that the only loans to be taken care of hereunder 
are breeding or producing loans already made and those only in case liquidation by 
shipment to market of she stock or immature animals is imminent. All such loans 
in addition to indorsement shall be properly secured by chattel mortgages on live 
stock with an adequate collateral margin and/or other satisfactory indorsement or 
guarantee. 

From this it will be seen that the corporation can not deal directly with individual 
live stock producers, that it must consider only those loans which are presented 
through live stock loan companies and/or banks, that its fimds can not be used for the 
purpose of making new, feeder, or speculative loans, but must be used exclusively 
for assisting banks and/or live stock loan companies in carrying loans already on their 
books, and then only when such loans are secured by chattel mortgage on live stock 
of the character commonly known as breeding or producing herds, and further with 
the indorsement or guarantee of the bank or live stock loan company offering the paper. 

The underwriting agreement provides that loans taken by the corporation snail 
have a maturity of not exceeding six months from date of acceptances, but may be 
subject to an extension for a further period of not exceeding six months, hy the board 
of directors in their discretion as the interest of the corporation shall require. From 
this it will be observed that the ability of the corporation to carry paper is limited 
absolutely to a period of 12 months from the date of its acceptance oy the corpora- 
tion. The rate at which the corporation may make loans is definitely fixed by its 
contract with the subscribing bamm, as indicated above, at 10 per cent. This rate, 
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therefore, will be the only rate at which the officers of the corporation may discount 
paper. The underwriting agreement further provides that loans will be made by the 
suDBcribing banks to the corporation at 8 per cent, that the spread of 2 per cent be- 
tween, the rate at which the cori)oration discounts paper and the rate at which the 
banks make loans to the corporation, shall be held by the corporation as a guarantee 
fund, first to cover necessary expenses of the corporation, and second as a protection 
against any losses the corporation may sustain. Further, the agreement proi^des 
that any surplus over and above the amount of capital stock remaining in the hands 
of the corporation at the time of its dissolution and over and above all expenses of 
every kind, including losses, if any^ shall be divided among the live stock loan com- 
panies and/or rediscounting banks in proportion to the aggregate amount of interest 
paid by such banks or live stock loan companies to the corporation. 

Inasmuch as none of the officers of the corporation, except perhaps the assistant 
secretary or treasurer, who will be responsible for the details of its operations, will 
draw any salary, the expenses of the corporation will be confined to organization 
expense, stationery, clerical help, investigations, etc. It is therefore possible that 
some refund will be received b^ the rediscounting banks and loan companies. 

The executive committee desires to administer the business of the corporation with 
as little delay, red tape, or other inconvenience as is possible. At the same tiine, 
they must conform without any variation to the terms and conditions herein con- 
tained. They have no discretion, so far as such matters are concerned, hence those 
banks or live stock loan companies which desire to submit applications to the corpo- 
ration should first determine whether or not the paper they will submit comes within 
the description of the character of paper the corporation can handle, and whether or 
not they wish t6 do business with the corporation upon the terms herein set forth. 

Correspondence should be addressed to the Live Stock Finance Corporation, Room 
763 Rookery Building, Chicago. 

M. A. Traylor, 
President First Trust and Savings Bank, CMcago, 

John R. Washburn, 
Vice President Continervlal & PomTnerdal National Bank, Chicago. 

John Fletchbr, 
Vice President Fort Dearborn National Bank, Chicago, 

A. Wertheimer, 
Rosenbaum Bros, Commission Co., Chicago. 

Frank H. Connor, 
Clay, Robinson dc Co., Chicago 

Mr. Rainey. Now, that stuff that you have out there — ^what will 
those cattle weigh, 700 or 800 pounds, that you say are mortgaged ? 

Mr. Hagenbarth. The stuflF that is left now is practically all cows. 
Everything that could be liquidated or shipped, even down to the 
yearling steers, is gone, and a great nxany of them have shipi)ed 
their calves. They had to do this to meet their current running 
expenses. 

Mr, Rainey. If those cows went to the market, they would not 
bring over $5 would they ? 

Mr. Hagenbarth. Just about that now per himdred weight. 

Mr. Rainey. And they would probably weigh abbut 900 pounds 
at present, wouldn't they ? 

Mr. Hagenbarth. Well, 900 pounds to 1,000 poimds. 

Mr. Rainey. In other words, the market value of that breeding 
stock now, if it were not for these banks keeping it away from mar- 
ket, would not be over $45 a head ? 

Mr. Hagenbarth. No; and the live stock men are broke and the 
banks are broke. 

Mr. Rainey. If they should liquidate the whole, business is busted ? 

Mr. Hagenbarth. Absolutely. They could not liquidate. Now, 
to show you how bad the situation is, Mr. Rainey, m answer to a 
question or a statement that Mr. Cherington made here in regard to 
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the situation — and I am sorry, Mr. Rainey, that you took it jocu- 
larly, because it is a fact. 

Mr. Rainey. I am not taking it jocularly, because I know it is 
serious. 

Mr. Hagenbarth. Now, let me read this to you — and I will pass 
something a little more dignified than this market report here to the 
record, it. is printed on a card, but I have taken the substance that 
I am going to read out of it, and I will read what goes in. This was 
on Novenaber 26 : 

The sheep majrket is even worse than the lamb trade. Choice, big, fat, heavy native 
ewes are selling at 4 cents, and thousands of cull to medium ewes from 2 to 3 J cents. 
We believe we have solved the sheep business. Quotations on the Chicago market 
show tankage is selling at $80 to $90 a ton. 

You gentlemen understand tankage is one of the ultimate products 
of the packers, near the bottom, the waste of all wastes; next to 
fertilizer, one of the cheapest products they make. 

Then it goes on : 

You can buy the best native ewes here at $80 and the bulk of the ewes at $50 to $70 
a ton, so we advise our friends who are feeding hogs to kill the sheep and feed them 
to the hogs, as it is the cheapest feed that you can get, much cheaper than tankage 
and fully as good; then you have the skins besides. 

That is the pelt taken off the sheep. 

There is nothing on the list as cheap as these fat native ewes now. Not only that^ 
but the packers say they can not sell tne rliutton, and if you come to Chicago and buy 
a few loads of feed it will help people who have sheep to market later on. 

Now, that is a market report sent out by the KnoUin Sheep Com- 
mission Co., the largest strictly sheep commission company in the 
United vStates, on the 26th of November, and it is a fact, an absolute 
fact, Mr. Rainey. 

It is sad, but it is true. 

(The paper referred to follows) 

The sheep market is even worse than the lamb trade. Choice, big, fat, heavy > 
native ewes are selling at 4 cents, and thousands of cull to medium ewes from 2 to 3J 
cents. We believe we have solved the sheep business. Quotations on the Chicago 
market show tankage is selling at $80 to $90 a ton. You can buy the best native ewes 
here at $80 and the bulk of the ewes at $50 to $70 a ton, so we advise our friends who 
are feeding hogs to kill the sheep and feed them to the hogs, as it is the cheapest 
feed that you can get, much cheaper than tankage and fully as good; then you have 
the skins besides. There is nothing on the list as cheap as these fat native ewes 
now. Not only that, but the packers say they can not sell the mutton, and if you 
come to Chicago and buy a few loads for feed, it will help people who have sheep 
to market later on. 

The Knollin Sheep Commission Co., 
I By C. H. Sht^trte. 

Now, we are not here pleading for profit, we are pleading for 
preservation, and we are not pleading for the preservation of my 
fortunes or Dr. Wilson's, or any other man's. I am still young 
enough, and the rest of us are, to go somewhere and make a living, 
but just as sure as this thing goes on between now and the possible 
passage of any possible tariff bill, gentlemen — I am not guessing at 
this; I have mvestiga ted and worked unremittingly since last July 
on this particular one thing to salvage the situation by reason of 
being president of the National Wool Growers — ^we have reached a 
point where we are destroying the future possibility of the produc- 
tion of live stock in the West. We are killing the cows and we are 
killing the ewes for liquidation purposes, and a cow when she is 
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dead can not have another calf, nor can a ewe have another lamb, 
Mr. Brown can shut his mill down. By and by he can start up again. 
A farmer, if he loses his whole crop of wheat, can raise another crop 
next year, but when you kill a cow or kill a ewe, you are through. 
You can not start up; you have got to take a number of years to 
build that herd back again. Now that is the condition that we have 
reached and I am not trying to overdo it or overpaint it. I simply 
can not do it, because the facts are there. 

Now, as to causes of these conditions that you are discussing, I can 
go down the line and show you why immediate relief is necessary. 
You have heard the market quotations here of wools. We will taxe 
an extreme example. They are to-day laying down f. o. b. wools 
in Boston at 9 cents a pound; low quarter-blood wools from South 
America. The freight rates from Idaho, Nevada, and all the great 
Northwest, plus the expense of selling and handling that wool, is 6 
cents a pound, and the net to the western American grower selling in 
competition is 3 cents a pound, even when he can sefl it at that, and 
he can not always sell it at 9 cents. That is, one quarter, low quarter- 
blood wool. Now, our very best wools, top wools, or half-blood 
and fine medium wools from that territory are selling in Boston to-day 
on fine and fine medium territory wools, shrinking 65 per cent around 
23 cents a pound, and it is difficult to find a buyer. 

The Chairman. Delivered in Boston ? 

Mr. Hagenbarth. Dehvered in Boston. Take 6 cents off of that 
for the very best products we have got and it does not leave much, 
about 14 to 15 cents average wools. 

Mr. Garner. How much is selling at that price now, 25 per cent ? 

Mr. Hagenbarth. Practically none. 

Mr. Garner. WeU, I want to find a market. We have s6me 
600,000 pounds in my district, and I want to find a market for that. 

Mr. Hagenbarth. The reason we are giving that they can not buy 
it is this, that we do not know when it is cheap. The manufacturer 
is right; he can not afford to stock up on wool at 25 cents a pound 
when maybe he can buy it at 18 cents in a short time. Now these 
wools have dropped down from 70 cents a pound, dropped and 
dropped, day by day and week by week, until they have reached this 
level. And they have not stopped. They have dropped in the last 
10 days. 

Mr. Rainey. How much are they now ? 

Mr. Hagenbarth. Well, here is an instan(^e, an actual transaction : 
Last Saturday, gentlemen, a large worsted manufacturer bought 
1,500,000 pounds of wools, principally half bloods and fine medium 
from South America — this does not seem credible — at 40 cents, 
clean — he figures about 40 cents clean, which means about 20 cents 

{)er grease pound in Boston. This is how much these wools brought, 
reignt charges paid, laid down in Boston, 20 cents a pound. 
Mp. Hawley. That would be in the grease ? 

Mr. Hagenbarth. In the grease; yes, sir. Take 6 cents off that, 
that would be 14 cents that the western grower had made. These 
same mills, one of the largest independent worsted miUs in the 
country, who have bought the same wool for 7 years, paid last year, 
1919, 60 cents flat for it down there, and had to pay the importing 
chaises, and so on. The price now is less than one-third the price 
last year. 
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Now, another lot of 400,000 pounds, Montana three-eighths wool, 
was recently sold at 22 cents a pound by one of the big stable wool 
firms of Boston; shrinkage 55 to 56 per cent, on the basis of 45 cents 
clean. That same wool was worth 60 to 63 cents in January, in the 
grease, about a third again. 

Mr. Hawlet. These are about the 1912 prices — ^prewar prices? 

Mr. Hagenbarth. Yes; less than that. Mind you, this m Boston. 
Now, the fellow that sold that for 22 cents only gets 16 cents for it 
on the range. 

Now, another lot of wool that came in — ^well, there is no use in 
going on indefinitely; I think you gentlemen know what the wool 
market is ; but these are actual transactions — the things that count. 

The Chairman. Do I understand you to say that the freight is 6 
cents a pound ? 

Mr. Hagenbarth. No, sir; the freight is not 6 cents a pound; it is 
a little over 8 cents a pound ; but the freight, the selling commission, 
storage, and insurance, and so on, all other charges not including 
interest while it is being held, amount to 6 cents a pound. 

The Chairman. The Freight and- all other charges come to about 6 
cents a pound? 

Mr. Hagenbarth. Yes, sir; about 6 cents. Now, the great bulk of 
the wool to-day — I think we are perfectly safe in assuming that 93 
to 95 per cent of the wool is in the hands of the woplgrowers — is not 
sold. 

Mr. Ha wley. Being held by these different pools ? 

Mr. Hagenbarth. Being held by the different farmers. ' Much of 
it is being held out West, because there is no place to ship it, no 
place to draw cash advances against it. 

Mr. Garner. Haven't they banks, these various people, the mer- 
chants, these people who are sheep growers? Hav^en t they more 
money advanced on this wool than they can sell the wool for to-day ? 

Mr. Hagenbarth. In many instances. 

Mr. Garner. I know a number of instances where that is true. 

Mr. Hagenbarth. You are right. They are asking for rebates. 

Mr. Garner. Is not that one reason why it is being held, that the 
merchant is unwilling to seU for ivhat he has already advanced the 
grower? 

Mr. Hagenbarth. No; tnere are millions of pounds that can be 
sold any day that a market can be had. 

Mr. Garner. At wnat price ? 

Mr. Hagenbarth. Any price, such as I have just mentioned. It 
is very difficult to sell wool even at those prices, even at 22 cents, 
though it is reaching a point now where they must buy. 

Mr. Rainey. If they sell at 22 cents they are selling at the 1919 
price. 

Mr. Hagenbarth. No; it is sold below; these are Boston prices I 
am giving you, Mr. Rainey. It is below the prewar price right now. 
New quarter-blood wool, for instance, 9 to 13 cents : you couldn't touch 
it at prewar. We bought a quarter million pounds the other day in 
South America. It nets us 12 cents per pound delivered at Boston, 
and just before the war it cost 21. So you can see we are 50 per cent 
below prewar. 

Mr. Garner. So many people have asked me, and I am frank to 
say that I could not answer, about these products that we have 
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referred to — corn, cotton, beef, and the various products of the 
farm; and I presume that of the mines have fallen to one-third of 
what their value Was during the war. Now, there are manufactured 
products tliat the consumer uses out of these identical things, if it 
would come down. What is the matter ? 

Mr. Hagenbabth. I know the manufacturer is down, Mr. Gamer, 
now, because they are shut down, to a large extent, a good many of 
them; but, mind you, the retailer loaded up at war or 1919 prices and 
he is stuck too. If he sells, he is at a tremendous loss. 

Mr. Gabneb. Isn't there the element of labor that enters into that ? 

Mr. Hagenbabth. Well, there is, ,yes. 

Mr. Gabneb. Now, as I understand it, labor has increased between 
two and three hundred per cent between the years 1914 and 1919, or, 
to the 1st day of 1920, we will say — ^from two to three hundred per 
cent. Everything else has come down, so far as I can ascertain. I 
see some of these gentlemen shaking their heads. And so have the 
manufactured products out of these things come down. Now that 
raw materials have come down, is labor coming down in proportion 
to other things ? 

Mr. Hagenbabth. I think not. 

Mr. Gabneb. Isn't there the element of labor that accounts for the 
diflFerence between this tremendous fall in raw materials and the fall, 
to some extent, in the prices of some of the manufactured articles, and 
no fall whatever in labor ? 

Mr. Hagenbabth. That is another added burden to the wool 
manufacturer when he has to pay the^higher labor costs. After using 
that. high l&.bor, putting it into the fabric, or whatever he is manu- 
factiu'ing, he is liable to have a lot of stuff dumped on him at low 
labor costs and low material costs from abroad, with exchange rates 
favoring the foreigner. 

Mr. Gabneb. Here is the imfortunate thing about it for the man 
that produces on the farm. He is still paying high labor prices; he 
can not protect himself against it. The manufacturer can stop his 
work, but the farmer can not stop his; he has got to go on; the ranger 
has got to go on. The manufacturer can shut down his mills, but 
what is the fellow in Montana, for instance, who has a farm, who has 
a range, going to do ? He can not go off the farm and leave it; he has 
got to stay with it. 

Mr. Hawley. In connection with the comparison of costs, taking, 
for instance, the present prices of wool and those of 1912, there is the 
additional factor there — the cost of producing. How much has the 
cost of production increased. 

Mr. Hagenbabth. The cost of production has increased 150 per 
cent. That is the inside figure. 

Mr. Hawley. The cost of production, then, has increased one and 
a haK or two and a half times what it was ? 

Mr. Hagenbabth. Nearer two and a half, but that is not normal. 
It would not be fair to say that. But it is fair to say that with our 
utmost endeavors, considering the freight charges, and so on, we can 
not get it down to where it will not be more than 150 per cent more 
than what it was. It was 200 to 300, Mr. Hawley, but we can cut 
some of that off. Feeding costs, for instance, and labor to some 
extent. 

27124—21 5 



66 EXCHANGE FLUCTUATIONS AND TABIFF DUTIES. 

Mr. Hawley. Well, if you hai 1912 prices you still would be at a 
great disadvantage ? 

Mr. Hagenbarth. Oh, yes; it would not begin to touch it. Now^ 
the woolgrower feels, in our humble way and method of reasonings 
that the situation is greatly to the advantage of the large importers 
of wool, and, with a billion pbtiiids of wool on hand here m thi& 
country, as I will show you, that an embargo should be placed on all 
imports of wool and wool manufactures. An absolute embargo is 
the proper solution so far as the wool industry is concerned. There 
is no reason on earth why, with two years supply of wool on hand or 
in sight in this country, we should permit, between now and the 
passage of the tariff act, which will adjust this whole thing, the bring- 
ing in of enough stuff to be dumped here in this countrjr at such prices 
that will nulMy any act that you gentlemen in your wisdom may see 
fit to pass in the way of a tariif act this coming winter. Now, there 
was 2^,000,000 pounds of wool afloat on the 30th day of October 
headed for this country. Right now I have got the authority here 
for saying that on the Pacific coast of Vancouver ships are being 
fitted out in a large way for very large imports of wool from the 
antipodes, anticipating this very thing. 

NoW; as you gentlemen recall, in 1897, when we were running along 
with normal imports of 150,000,000 or 175,000,000 pounds a year, 
as soon as it became apparent that there w^s going to be a tariff, in 
eight months the imports of wool jumped up to 350,000,000 pounds; 
that is, wool in the grease. And, in addition to that, wools in tops, 
wools in yarns, and the manufaetured goods also came ii^ So that 
the tariff will of the American people was nullified for a long time 
after the 1897 tariff act was enactea. Now, we have got here m this 
country to-day — and in discussing the embargo feature of this it 
isn^t going to be overlooked — we nave 521,000,000 pounds of wool 
in the hands of dealers and manufacturers ; that is, on the 1st day of 
October, as compiled by the Bureau of Markets. They made an 
estimate of what there was in the hands of growers and not yet 
shipped to the markets, and their estimate is that there are 
175,000,000 pounds. I have only taken 150,000,000, to be abso- 
lutely safe and conservative. 

Mr. Oldfield. One hundred and fifty million pounds ? 

Mr. Hagenbarth. Yes; in the hands of growers, not yet shipped 
to dealers or purchased by manufacturers. 

Mr. TiMBERLAKE. What date was that ? 

Mr. Hagenbarth. The 1st day of October, 1920. 

Mr. TiMBERLAKE. Where was this 150,000,000 pounds ? 

Mr. Hagenbarth. In the hands of the growers, not yet shipped 
to dealers or purchased by manufacturers. The Bureau of Markets 
have those figures. Now, this coming spring we will have a clip of 
270,000,000 pounds. Adding that to the wool already on hand gives 
you 941,000,000 pounds, plus the wool that in the meantime comes 
off of the animals sent in for slaughter. Now, you could with justice 
add the chp of 1922, because by the time this present supply is con- 
sumed we will have another clip of 270,000,000 poimds, out we do 
not have to go that far. We have now on hand — actually on hand and 
wool in sight this spring, conservatively — 941,000,000 pounds; and 
the normal consumption in this coimtry is about 45,000,000 poimds 
per month. 
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Mr. TiMBERLAKE. How much ? 

Mr. Hagenbarth. About 45,000,^00 per month. We have had 
an abnormal consumption here during the war. In October we only 
consumed 33,000,000 pounds of wool of all kinds. Now we have got 
practically a two years^ supply of wool on hand or in sight, tnis 
coming year's clip included, right now in the United States, so that 
nobody is going to be hurt or harmed if the wool imports are entirely 
stopped anywhere along the line, for both wool and its manufactured 
product. Now, the imports last year — ^by the way, Mr. Cherington 
didn't have the facts — were 427,000,000 poimds. That was the 
amount of foreign wool imported into this country last fiscal year. 

Mr. TiMBERLAKE. How much was that ? 

Mr. Hagenbarth. The amoimt imported last year was 427,000,000 
pounds. 

Mr. Hawley. What was the local or domestic supply of wool ? 

Mr. Hagenbarth. Rfifised in this country ? 

Mr. Hawley. Yes. 

Mr. Hagenbarth. We raised 282,000,000 pounds of wool last year; 
but we will not have that much next year because there are not so 
manv sheep. We got a wire this morning from Boston, from one of 
the big wool houses there, whom we all know, and in which they 
say [reading telegram] : 

Boston, Mass., December 8, 1920. 
Frank J. Hagenbarth, 

New Raleigh Eotel^ Washington., D. C. 

Our advices from yesterday's London sales report the opening was a fiasco. Only 
15 to 20 per cent sold with merinos and fine crossbreeds 10 to 15 per cent. Lower 
medium wools unchanged. Coarse wools unsalable and all withdrawn. The need 
for your success in Washington is more urgent than ever. 

Hallowell, Jones & Donald. 

Now, this telegram means that foreign wools are considerably 
lower than the prices which I gave you a short time ago. This 
telegram just came, and shows yesterday's sales in London. * So 
that you can see that the condition is not improving any. 

Now, gentlemen, on the live stock end of tnis thing, I would like 
very much to go into details, but I appreciate your patience. But 
I will make the broad statement, as given by the Bureau of Markets, 
without worrying you with where they came from, what ship they 
came on, nor how many pounds on the ship — that there were this 
year, 1920, 2,j663,000 carcases of frozen lamb and mutton shipped 
into this country from abroad, an increase of 1,022 per cent over 
normal. Now, you can draw your own conclusions as to what that 
means to the poor devil trying to raise live stock in this country. 

Mr. Treadway. What were those figures ? 

Mr. Hagenbarth. Two million six hundred sixty-three thousand. 
I can not rive you the exact dates, but they are in the Bureau of 
Markets. The thing is simply appalling. 

Mr. Oldfield. The retailers are not cutting the prices. 

Mr. Hagenbarth. In addition there are refrigerator ships now 
en route to the United States, four of them in which it is estimated 
that if they carry the same cargoes that they have been carrying 
will bring m close to 600,000 more. Now, this stuflF is coming in, 
gentlemen, and going into storage here in the United States to be 
peddled out to the American people. Now, listen to the storage 
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figures, what is already in storage, and these additional ships coming 
in loaded. On October 1, 1930, there was 25,300,000 pounds in 
storage. On November 1, that was increased to 48,670,000 pounds. 
On January 1, 1920 — the highest holding on January 1 that we ever 
had prior to 1920 — ^was only 12,500,000 pounds in storage in the 
United States. 

Mr. TiMBERLAKE. Does that include beef? 

Mr. Hagenbarth. No; it is all lamb and mutton, it doesn^t in- 
clude beef at all. We will take that up later. 

Mr. TiMBERLAKE. What is the total amount in storage? 

Mr. Hagenbarth. The total amount in storage on November 1 
was 4^,670,000 pounds, the highest holding on record, even during 
these heavy shipments. 

Mr. Dickinson. How far can that be helped by storage legislation 
limiting the time in which these frozen meats can be kept out of the 
market ? • 

Mr. Hagenbarth. Well, I can not say. 

Mr. Dickinson. Would it not tend to help if they could keep it 
in only a limited time and they then be compelled to sell it. 1 
think some bill has been introduced of that kind. 

Mr. Hagenbarth. I think so. But my answer to your question, 
with due courtesy, changing it a little — ^when these fellows out west 
are feeding their sheep to hogs, why in hell should we bring in this 
stuff from New Zealand ? That is the only answer to that. 

I heard it stated by a very eminent man here yesterday — and I was 
excited when he said that liquidation does not exist — ^he said they 
are not shipping as many cows. I know better. I know the stock- 
yards can not take care of them, nor can the packers find a market 
except at ruinous prices. Lower prices means more liquidation and 
larger shipments to market and thus we set up a vicious circle. 

Mr. TiMBERLAKE. Where is it going to other than in cold storage ? 

Mr. Hagenbarth. For instance, the price of meat, right here in 
your own town, the very lowest price that we ever had since pre-war, 
on November 13, wholesale, the average price of beef, by Swift & 
Co., was 19.09 cents per pound. On December 4, just the other 
day, it had dropped to 13.49 cents per pound, in the carcass, 13 cents 
dressed, delivered and laid down here in your wholesale market. 
Now, what the retailer does to it I do not know. 

Mr. Hawley. We do. 

Mr. Hagenbarth. Now,* you can imagine what we get out of that, 
when it is laid down at your doors at 13 cents per dressed pound, 
gentlemen. 

Mr. Treadway. It is not laid down at our doors at that price. 

Mr. Hagenbarth. The figures taken from the Bureau of Markets 
show that the average increase in the marketing of cattle, for 1919-20, ^ 
is 27i per cent. The increase in the marketing of sheej) does not 
show so heavy until you analyze it, but when you analyze it you will 
find that it runs from 32 to 35 per cent. Last year we had 60 per 
cent lamb crop. The great bulk of the stuff shipped to market now 
is lamb, running from nine to ten million head in ten months. We 
did not have the figures for November and December available. 
Of course, the time has not come yet for that. There should have 
been only 6,000,000 of lambs marketed last year because that is all 
we raised, but in order to liquidate and get money to pay these feed 
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costs, drought bills, and so on, that the live stock producer had 
incurred, he was unable to keep any young she stock, and ewe lambs, 
with which to replenish his herd for next year. These animals 
before they were old enough were shipped away. In order to re- 
plenish the herd we always have to Keep over some ewe lambs, 
Dut instead everything went to market, so that liquidation came in 
there and while the bureau figures showed practically normal, only 
2 or 3 per cent increase, yet we only had a 50 per cent lamb crop 
instead of 100, and with normal numbers or 100 per cent shipped 
liquidation is conclusively proven and liquidation has been very 
extensive in sheep. 

The situation as to the wool production, this country I am speak- 
ing of — the great Northwest — ^produces over two-thirds of the entire 
wool crop of the United States — 192,000,000 pounds out of a total 
of 282,000,000 pounds. 

The Chairman. Where is this ? 

Mr. Hagenbarth. West of the Mississippi River. 

Mr. Hawle Y. West of the Mississippi Kiver ? 

Mr. Hagenbarth. Yes. Now, if you include the pulled wool that 
comes from the pelts of animals west of Chicago, that we include in 
this production, we have about 70 per cAit of the total clip of the 
United States coining from west of the river. Ohio, Pennsylvania, 
New York, and these Eastern States for one reason or another — I 
think I know the reason — ^have gone largely out of the sheep business. 
Out West where they had free ranges at one time and conditions 
were favorable, and they had to raise sheep and cattle or nothing, 
they built up an industry. Now we have reached a point where 
the West is through unless we have relief , Mr. Fordney, Mr. Chair- 
man. Their credit is gone, and their expenses are going on. This 
proposed legislation here in the way of equalization of exchange 
conditions is going to help us a little. I will show you how much. 
Nine cents a pound for Sojtith American wool means to the South 
American grower 12 cents, by reason of the present exchange situa- 
tion. If we put on 30 per cent penalty for South America for equal- 
ization tax on exchange it would mean to us instead of 9-cent wool 
ll|-cent wool. Then it costs the western growers 6 cents per pound 
to lay wool down in Boston. The net value of that wool from the 
Rocky Mountains would be 5$ cents. How far that would help us 
you can imagine when I tell you that it costs 45 cents per pound and 
over to produce that wool right now. 

The CThairman. Mr. Hagenbarth, I want to ask you whether you 
know or not, while under Government control the freight upon wool, 
imported wool, from Pacific coast ports .east was reduced very 
materially — that is, on imported wool; but the rates of freight on 
domestic wool were not reduced. Do you know whether or not 
those discrepancies yet exist ? 

Mr. Hagenbarth. I don't know. It was about half the cost for 
foreign wool. You could bring imported wool across the country 
from Oregon or San Francisco or Seattle or anywhere along there 
for about $500 a car, and it cost your over a thousand dollars a car 
to ship American-grown wools to the same destination. 

The Chairman. They were the rates that were put into effect on 
May 29, 1919. 
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Mr. Hagenbarth. I do know this, that we are paying over a 
thousand dollars a car for shipping wool to Boston, but whether the 
foreigner is only paying five hundred now or not, I do not know. 

The Chairman. That is on a 20,000-pound car ? 

Mr. Hagenbarth. Yes; on a 20,000-pound car. 

The Chairman. At that time on imported wool it was five hundred 
on a car of that kind, whereas it was a thousand and nineteen dollars 
and some cents on domestic wool — ^practically double, lacking a few 
cents of being double. 

M^. Hagenbarth. Now, gentlemen, Canada is wise enough to have 
an embargo. Jiist the other day Canada declared an embargo on all 
hides of every kind coming in from Europe, Asia, and Africa, and she 
did that for very good reasons best known to herself; and it seems 
to me that we ought to be as enterprising, perhaps, as Canada is. 
Perhaps she is trying to save her cattle. 

Now, our Great West out there has only three industries that 
really count — ^mining, live stock, and farming. Farming depends on 
the other two. Colorado has a little manufacturing plant down at 
Pueblo, the Colorado Fuel & Iron Co. In the Northwest they have 
some lumber and shipbuilding. California has a little fruit, also, 
but the great heart oi th6 Great West depends absolutely on live 
stock, mining, and farming. We can not ship our hay east today, it 
costs how much, Mr. Fawcett, to ship hay to Omaha ? 

Mr. Fawcett. I am not prepared to say. 

Mr. Hagenbarth. It is either $17.50 or $15.50 per ton to ship 
hay from Idaho to Omaha, with the new freight rates. We are 
shut out, they can not ship it. They have to leed it to their live 
stock. Now, the live stock is going every day, the cows are going, 
and the ewes, and the banks and going to follow before long, if we 
do not stop this thing. We are in the position of a man in the ocean, 
shipwrecked and ready to drown. You send him out a plank, he 
may get to shore and he may not, God only knows. What we are 
askmg for is a boat to take us to shore; an embargo for both the 
manmacturer and the woolgrower. I realize that there are objec- 
tions to it, but the objections are not on a par with the reasons for it. 
When these ewes are gone, and these cows are gone, they are gone. 
If a wheat farmer could not sell his wheat crop and his farm through 
that sank into the bowels of the earth and ne left the farm, then 
there would be a parallel. 

Mr. Oldfield. Even an embargo would not solve that trouble, 
it would just help. 

Mr. Hagenbarth. It would help. There is the difficulty. I did 
not say we want an embargo on everything in this country, and 
God knows we don^t ask for an embargo on wool except through 
necessity. But we are afraid of these makeshifts. I can not see 
how raising the price of wool three or four cents a pound is going to 
save our banks, restore our credit, establish confidence, and save 
our ewes and our cows. We must have an embargo against ruinous 
coinpetition. The manufacturer needs help as well as ourselves. 

Mr. Oldfield. How do you figure that that will save them ? 

Mr. Hagenbarth. That is just the point. The manufacturer 
does not buy wool to-day. Nobody is buying, because they don't 
know where the bottom is. Whenever this thing is stopped Mr. 
Brown, the wool manufacturer will step in and say *^This jig is up. 
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We can not ship wool any longer from South America. We will 
iave to get busy and buy some wool here." When the clothier 
<5omes to him to buy his stock, the manufacturer will say to him, 
^^Here, you fellows needn't look for any more cheap stuff. We are 

foing to scramble for wool, you fellows better scramble for cloth. " 
Tow, the only objection is this — ^I do not anticipate that it is con- 
trary to what you have in mind — that there is the possibiUty but I 
•can not see it — that the embargo might bring a little false inflation 
and make the prices too high. If everybodfy got excited and fell 
all over everybody in a buying panic 

Mr. Eainby (interposing). You are only asking this for a limited 
period ? 

Mr. Hagenbabth. The tariff will take care of that. 

Mr. Hawley. And you say you have two years supply of wool on 
hand how? 

Mr. Hagenbarth. Yes, sir; right here in this country. 

Mr. Rainey. And you are only asking for this embargo until 
.some tariff is put on ? 

Mr. Hagenbarth. Yes, and we are asking it not only for the wool- 
.growers, but for the manufacturers also. 

Mr. Timberlake. And you are asking for an embargo on wheat 
for the wheat growers ? 

Mr. Hagenbarth. No; I didn't say that, but branching out on 
•economics I think it would have a good effect in saving ourselves 
AS wheat growers. 

Mr. Timberlake. Wouldn't that be a pretty serious situation — 
An embargo on wheat ? 

» Mr. Hagenbarth. It might be — an embargo on wheat. An em- 
bargo on vegetable oil, take that, for instance, we do not want to 
imderestimate the seriousness of the situation to the fellow down 
South with his cotton. One of his principal products is vegetable 
oils; and oils are coming in here from China and other parts of the 
world, and with this present exchange situation, and their low cost 
of production, it will seriously hurt the peanut and cottonseed 
grower. 

The Chairman. Do you know the quantity of vegetable oils that 
came in last year? 

Mr. Hagenbarth. Yes, sir; I have got it here. 

The Chairman. In round number it is 500,000 tons. 

Mr. Hagenbarth. It is a mighty serious situation now for the 
oil growers, but it is not as serious as it is with the live stock because 
the farmer will raise another crop of oil next year, but with live 
stock, when a cow's throat is cut she can not have another calf, 
and that is what we are up against. 

The Chairman. On vegetable oils the freight from the Pacific 
•coast east to Chicago, Cincinnati, and Indianai)olis is 22 cents per 
hundred pounds. It is less on imported oils than it is on domestic oils. 

Mr. Oldfield. My home is in Arkansas — down South. I do not 
see how the people in my country are going to get money to buy 
woolen goods or anything of that sort. 

Mr. IL^GENBARTH. If you have an embargo on oils ? 

Mr. Oldfield. It isn't oils. We have nogs, cotton, sheep and 
wool. That is what we produce down there. This thing is so 
:Serious and so big, that is what impresses me. If we can taKe care 
of the whole coimtry in any way it ought to be done, of course, but 
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I do not know how we are going to do it. This might help the wool- 
growers and the wool manufacturers, but I do not see how it would 
help the com farmers, the hog raisers, and the tattlemen. 

Mr. Hagenbabth. Were you here when Mr. Brown spoke about 
the exchange situation ? 

Mr. Oldfield. Yes, I was very much interested in what Mr. Brown 
said. 

Mr. Hagenbabth. This is going to help materially. It is going 
to 

Mr. Oldfield (interposing). Of course, our trouble in the South 
in connection with the cotton is to find somebody to buy the cotton. 
We have heretofore sold it to Germany, England, and France. 

The Chaieman. To help the general situation on some of the 
dominating products of the coimtry would help the whole situation 
everywhere. Cotton and wool are products that go into the manu- 
facture of clothing, and one would help the other. 

Mr. Oldfield. What percentage of sheep and lambs died in that 
drought last year; was it a considerable loss? 

Mr. Hagenbabth. Yes; there was a considerable loss last winter, 
and those that did not die ate their heads off through expensive 
feeding. 

Mr. Oldfield. Do you know approximately the percentage ? 

Mr. Hagenbabth. Well, we haven't got the figures yet from the 
Bureau of Markets that would justify a positive statement as to 
that, but I would say 20 per cent. 

Mr. Timbeblake. Do you know how many sheep there are in the 
United States now? The last figures I have are for 1912. There 
were then between fifty and fifty-five millions. 

Mr. Hagenbabth. About 48,000,000 now. Now, gentlemen, how 
ridiculous it is to be complaining here, on the one hand, of the farmer 
with his vegetable oils, the man from Illinois with his products, the 
man from Wisconsin with his butter, and the fellow out in Idaho with 
his sheep and his wool, and the other fellow with his wheat in Dakota, 
when Denmark and Holland, and Norway and New Zealand and 
Sweden are flooding this country to-day with butter, for instance, 
with an export bonus, and Australia paid a bonus to export wool, 
and Canada a bonus to export wheat, and New Zealand for lamb. 

Mr. Oldfield. Butter is just as high now at the grocery stores as 
it ever was. It is sellmg now for 75 cents a pound. 

The Chaibman. If I am correctly informed, here is one small item 
that is rather serious. I am not sure that my information is correct, 
but if it is correct it is serious. During the war we sent to France 
very large quantities of milk. Our Government sold it to the French 
people for about 10 cents on the doUar of what it cost us, and now 
they are exporting it to the United States. - 

Mr. Hagenbabth. Yes, sir. 

The Chaibman. I am not sure that I have been correctly informed. 

Mr. Hagenbabth. It is coming in; a lot of it. Now, I think 
Mr. Brown hit the thing on the head when he said, '^America for 
Americans first. If we help ourselves first, maybe we can help then 
the other fellow.'' If this isn't good doctrine I don't know what is. 
I just want to repeat, gentlemen, I am young enough to work, and 
the rest of these fellows are; but for iGod s sake, and for the future of 
America and for the economic structure of this country, of the Great 
West, these three big industries, cattle and sheep and wool, let us go 
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slow before we kill these cows, before we kill these ewes. That is the 
ultimate of the whole thing. 

Mr. Collier. As a general proposition and as a permanent con- 
dition, do you believe a tariff on wool like we had in the Payne bill, 
the Dingley Act, and the McKinley Act, will increase the number of 
sheep in this Country ? 

Mr. Hagenbarth. Oh, yes; I absolutely do. The whole history of 
the thing absolutely proves it. 

Mr. Collier. Well, the figures do not show that. There was a 
decrease in 1900 to 1912. I>uring that period the number of sheep 
decreased from 53,000,000 to 52,000,000. There was a decrease of 
something like 11,500,000, and that was at a time when we had the 
hirfiest tariff on wool in the history of the country. 

The Chairman. Is it not true that the price of cotton has had an 
effect on the number of sheep in the country ? ^ 

Mr. Hagenbarth. There are a number of "reasons for that, but that 
opens up a very broad topic for discussion. 

Mr. Green. You need relief jaow — quick. My recollection is that 
about 1911 I got a letter from a sheep grower in Colorado. He was 
friendly to a tariff on wool. He saia that he was getting 12 cents, 
with a tariff of 1 1 cents. My recollection is that wool was selling then 
for 12 cents, and the tariff was 11 cents. I do not know what par- 
ticular quality of wool it was, and I am not sufficiently versed on 
that. I wrote him for information, and he said that with a tariff of 
11 cents they were only getting 12 cents for their wool. 

Mr. Hagenbarth. 1 would like to answer that question in just 
this way briefly. I hope we will have a chance to go into it later. 
I think we will. Out in the West we raise 70 per cent of the sheep of 
the country. We used to have free range and we made a lot of 
money where we only got about 5 or 6 cents duty on wool. We 
found out that through a gradual decrease of the range, and a gradual 
increase in costs, and so on, that the tariff was not enough to do the 
business. 

Mr. Treadway. This might be interesting to you. In laying a 
high tariff on woo], there was a tax of 3 cents, I think, on mutton, 
and so on. During the same period there was an increase in the value 
of all other farm animals, from $3,100,000,000 to $5,276,000,000, 
an increase of over $2,170,000,000, yet the valuation of sheep de- 
creased. How do you account for the fact that other farm animals 
with a much lower protective rate increased very largely ? 

Mr. Hagenbarth. There was a great expansion in our hog indus- 
try, and there was a great expansion in the dairy business of the 
country, which would readily account for that. I have not had a 
chance to analyze the figures, just what that represents, and I could 
not answer it intelligently right off. Yet I do know what was the 
matter with the sheep out there. 

Mr. Treadway. Well, I am very much obliged to you. 

The Chairman. Mr. Hagenbarth, there are some of your friends 
yet to be heard. Had we not better adjourn until 10 o'clock to- 
morrow morning and hear these other gentlemen ? 

Mr. Hagenbarth. Yes, sir. 

(The committee thereupon adjourned until Friday, Dec. 10, 1920^ 
at 10 o'clock a. m.) 
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House of Representatives, 

Friday^ December 10, 1920. 

The committee met at 10 o^clock a. m., Hon. Joseph W. Fordney 
-(chairman) presiding. 

The Chairman. Ine committee will please come to order. If Mr. 
IMcClure is here, we will be very glad to hear from him. 

Mr. McClure. I do not believe I have anythtng to add to what 
Mr. Hagenbarth has already stated. However, Prof. CoflFey of the 
University of Illinois is here and we would like to have the committee 
liear him. 

The Chairman. Please give yom* name and address to the stenog- 
rapher. 

Mr. McClure. S. W. McClm-e, Nampa, Idaho. 

Mr. Garner. This gentleman comes here from Salt Lake Citv and 
I would like to have him state just what his connection is witn this 
matter. 

STATEMENT OF ME. S. W. McCLURE, OF NAMPA, IDAHO. 

Mr. McClure. For 10 years I have been secretary of the National 
Wool Growers' Association, and at the present time am manager of a 
"Cooperative business of wool warehouses owned by woolgrowers and 
l)ankers in Portland. I am here representing the woolgrowers of the 
States of Idaho, Oregon, and Washington. 

Mr. Garner. I did not happen to be here yesterday and would like 
"to know just what the wool manufacturers want. 

Mr. McClure. We want an embargo against the importation of 
wool. 

Mr. Garner. I am interested in this matter and have had a great 
many people talk to me about it before I came here, but I have never 
heard any of them give a reason for an embargo except as a matter of 
putting up the price. 

Mr. McClure. If the chairman will permit and if the other mem- 
I)ers of the committee are willing, Mr. Hagenbarth is present and can 
go into the matter again as he did yesterday. 

Mr. Garner. Did Mr. Hagenbarth give any history of embargoes 
in this country? 

Mr. McClure. No, sir. 

Mr. Garner. What I want to be enlightened on is this matter of 
placing an embargo in time of peaces If you set a precedent for 
wool, will not the steel and other manufacturers seek embargoes on 
their particular products? 

Mr. McClure. I am very willing to go over the entire matter if 
you desire it. 
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Mr. Garner. I do not desire a general discussion but want to know 
why it is necessary. In the history of the country has there ever 
been an embargo placed in time of peace ? Why are conditions now 
different than at other times ? That is what I would like to get into 
the record. That so far as the history of this country is concerned 
there has never been such an embargo. 

Mr. McClure. We never had a situation before of the seriousness 
of this one. The Congressman referred to steel; we should regret 
to see anything happen to the steel industry that might destroy the 
present production, but if it were destroyed it would not be a serious 
matter; the steel plants would still exist and you would still have the 
ores that could be dug, but with the live-stock industrjr it is entirely, 
different; when we have got to apoint where oiu^ financial stringency 
is so great that stockmen of the West, North, South, and Middle West, 
and all over the country, are engaged in sacrificing their breeding 
sheep and stock on the markets of the country in order to get money 
suflicient to pay operating expenses. 

Mr. Garner. Is that not true of cattle as well ? 

Mr. McClure. It is; I am speaking of live stock. 

Mr. Garner. You propose an embargo on both ? 

Mr. McClure. On live-stock products. I might say that the dif- 
ference between us and steel products is that when this cow or this 
ewe is once marketed it is utterly impossible to bring about any re- 
production of that animal. 

The Chairman. That was all gone over here yesterday. 

Mr. Garner. I am not asking him to go over it again if it is in 
the record. 

The Chairman. Mr. Hagenbarth explained that clearly and in 
great detail yesterday. 

Mr. McClure. It is all covered in the record. I have a telegram 
here this morning from Salt Lake City, which I would like to read 
into the record: 

Salt Lake City, Utah, December 9, 1920, 
F. J. Hagenbarth, 

Raleigh Hotels Washingtoriy D. C. . 

The Western Range Stockmen's Association at Salt Lake City, representing IS 
western range States, December 8 — 

Resolved, That Congress should immediately place an embargo upon further impor- 
tations of wool and goods manufactured from wool and that at the earliest possible 
date of the Sixty-seventh Congress there should be levied an import duty sufficient 
to equalize the cost of production in the United States with that of countries from 
which we import, plus a compensation duty offsetting any difference in exchange 
rates, to the end that the American wool growers may get equal chance in American 
markets with those of other countries; and also that we most strongly urge an imme- 
diate temporary embargo against importation of meat-food animals and their products 
pending enactment of tariff legislation; and that we vigorously urge Congress at the 
earliest possible date to pass a law imposing permanent duty upon meat-food animals 
and their products, such duty to be at least sufficient to place the American live-stock . 
producer upon equality in our home market with such products imported from other 
countries, and that this permanent duty be supplemented by a compensatory duty 
sufficient to offset any differences in rate of exchange. 

Resolved also, That these resolutions be telegraphed to our Representatives with re- 
quest that the same be read to the Senate and House and spread upon the recordc 
of their proceedings. 

Dr. I. L. Goothelf, Colorado, chairman; Charles A. Myers^ Wyoming; 
George A. Day, Idaho; E. P. Meyers^ Nebraska; Walter Gover, Oregon; 
J. G. Taylor, Nevada; Mrs. E. R. Dietrich, California; H. H. Boomer, 
Washington; R. T. Boatman, Montana; D. J. Sheehan, Utah. 
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This is an organization which represents the entire live-stock 
industry of the West and is now in session at Salt Lake City. Prof. 
CoflPey, of the University of Illinois, in charge of animal husbandry, 
is here this' morning and we would like to have the committee hear 
him. 

The.CHAiEMAN. We will hear Mr. Coffey if he will come forward. 
Mr. Coffey, please give your full name and address to' the stenog- 
rapher. 

STATEMENT OF HB. W. C. COFFET, MEMBEE OF THE WOOL 
HABKETING COMMITTEE, AND INSTBUCTOB IN SHEEP 
HUSBANDBY, TJNIVEBSITY OF ILLINOIS. 

Mr. Coffey. W. C. Coffey, Urbana, 111. 

I wish to say, Mr. Chairman, that I am not an economist but 
merely an instructor and investigator in the matter of sheep hus- 
bandry in this country. Mr. Hagenbarth thoroughly covered the 
ground yesterday, so thoroughly that I think it only necessary for me 
to talk a very few minutes about the sheep industry in the Middle 
West. If we count those west of the mountain ranges it would 
amount to about 35 per cent of the total in what we calif arm flocks ; 
these are small flocks and do not constitute the whole business of 
the farm but one of interest in the present deplorable state which 
affects these sheep owners in the Middle West, the West and the 
eastern portion of the country only in so far as they figu^ e in their 
farm operations, but since these farmers are embarrassed by the 
deplorable conditions we should endeavor to make their embarrass- 
ment as light as possible. 

Now, in recent years we have been endeavoring to increase the farm 
flocks of the coimtry. We thought we could do that. In the first 
place the time has now come when the cost of operating in the east 
IS almost the same as in the western part of the country, or in other 
words the farmer can handle a small flock of sheep and keep these 
sheep under such conditions that the cost of mamtenance is very 
little greater at present in the East than it is in the West at the pres- 
ent time. There was a time when the farmer in the East could 
not do that, but since there has come about a change in this respect 
we though it time to get busy to increase the flocfe. The Federal 
Government during the war was very active in an endeavor to in- 
crease the total output of this country in every line. We can not 
show by statistics tnat we have made any gieat impression along 
this line and in tact the latestest figures show a decline rather than 
an increase, but we do believe that we have made an impression 
because we think and know that in a case of this kind new parties 
have been coming in. We have encouraged boys and girls in clubs 
to take on little flocks of sheep and have gi adually drawn them to 
go into the business so that we feel now that in the present deplor- 
able situation we are threatened with the f ^ct that all of* this work 
will be lost, with no market for wool and with everybody market- 
ing our lambs. I feel very frank to tell you that we do not see how 
we can keep up this work, which we have started at no bttle expense, 
unless something is done to relieve the deploiable conditions. In 
the Middle West and eastern portions of our countr^ that will em- 
barrass every one who has been producing a pound of mutton or a 
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pound ot wool. I would make exception to this in the case of Ohio,, 
Western Pennsylvania and West Virginia perhaps. 

I could go back to the statement that we placed some emphasis,, 
perhaps, on the production of mutton and this matter of the New 
Zealand lamb and mutton, or rather foreign lamb. You heard in 
the testimony yesterday that there is 50,000,000 pounds of this 
foreign product, to be exact 40,000,000 pounds, that has come into 
this country since January 1; 2,663,000 carcases. I would like to 
read from a report of the Bureau of Markets of December 6, and 
should like this quotation to go into the record. 

The recent sharp declines in the cattle and hog market followed the depreciation 
here in the eastern markets. The dressed products declines which daturally followed 
the arrival at New York of the vast amount of foreign meats of all classes had a marked 
effect on the price of sheep and lambs. Fat lambs sold 25 cents to 50 cents lower ^ 
and in some instance $1. Matured sheep suffered a decline also of 25 cents to 50 cents. 

Now, gentlemen, here is a Government report laying emphasis 
upon the fact that the carcases of New Zealand mutton and lamb 
was sufficient to cause a sharp decline in the mutton market of 
Chicago. I would also call your attention to a report of December 2. 

Mr. Hawley. Of this year ? 

Mr. Coffey. Of this year. Under the head of New Zealand 
frozen meat to the United States. It is dated Auckland, New" 
Zealand, October 11, 1920, and from this I read that on August 15^ 
1920, there were said to be 4,886,324 frozen carcases of mutton and 
lamb in cold storage plants of New Zealand, and it was estimated 
that two to three million of these will be in storage in this country^ 
when the actual killing season begins. Now, gentlemen, in New 
Zealand they have a sheep population of about 21,000,000 and have- 
a higher percentage of kill tnan any other country in the world, andi 
they will probably kill out of this population about six to eight 
million head, and if you add to that the tremendous supply they 
will still have on hand at the close of this present shipping season^ 
or rather killing season, you will see what a tremendous thing it is. 

The Chairman. What is their total number of sheep? 

Mr. Coffey. Twenty-four millions, approximately. 

Mr. Hawley. What is the number in this country ? 

Mr. Coffey. Twelve to fourteen millions annually slaughtered. 

Mr. Hawley. Do you know the sheep population in Australia ? 

Mr. Coffey. Not exactly. 

The Chairman. To what country do you refer when you say 
Australia ? 

Mr. Coffey. Australia, the continent or island of Australia. Now,. 
I point out this situation to show to you that there is no encourage- 
ment to have these western lambs, which come to our markets in toa 
thin condition to be sold as mutton, as feeders. Now, live stock has 
to be kept in our great farming districts to conserve the fertility of 
the soil. I live in one of the most fertile sections of the country; live- 
in a great corn belt where we produce millions of bushels of corn, and 
we Imve got to have live stock to consume a portion of this crop. 
Eighty-five per cent of our annual corn crops are fed to live stock, and 
if these flocks and herds in the West, on which we draw, are wiped 
out, then we will have become greatly embarrassed in the glowing, 
of corn and other cereal crops in the great corn belt- 
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. There is another feature also ; we have got to have them to preserve 
the fertility of our soil. I think it hardly necessary to expand upon 
that question here, because we all know that there are certain ele- 
ments that must be supplied to the soil; we call them nitrogen, potash, 
and phosphates. Now, our soils are low, as I have said, in these^ 
elements and there is one of these which we must have and which wo 
recover by the feeding of live stock. We might sell our corn if we 
had a market for it and buy this product, which we could not buy at 
all previous to the war, as this element cost us 15 cents per pound, 
but by the growing of legiuninous crops, such as soy beans, alfalfa, 
etc., we can feed these and refuse to our live stock and get the 
manure, which if placed upon our soil restores us this element. This 
is one great reason why the dairy business is building up so much our 
poor lands where the soil is low in tfiese elements. You might say 
that we could feed the corn to swine, but the swine does not answer 
the purpose, and so we, in the Middle West, have come to depend upon 
the thin cattle and sheep coming from the West to which to ^ed 
our corn. This tends to the restoration of our fertility, but even 
if -we can restore the fertility we have yet another element to 
look after, and if we do not maintain and keep our soil friable the 
soil will become fibre warped, and the feeding of live stock is of great 
importance. 

I would call to yoxu*. attention the land of southern Michigan. I 
think the chairman of this committee is familiar with the situation 
there. In 1895 or thereabouts the farmers in southern Michigan 
began the feeding of western lambs, buying their com from Iowa- 
and Illinois and brought these lands back to their fertility. 

The Chairman. I Imow one farmer near my home who purchased 
2,000 head this fall. 

Mr. Coffey. That is the situation, Mr. Chairman, with us in the 
Middle West; we are embarrassed financially; everybody knows that, 
the mutton and wool markets beiQg in such a deplorable condition 
contributes to our embarrassment, but the great thing is what will 
become of our cornfields if these flocks and feeders from the West 
are wiped out ? 

Mr. Garner What is com selling for now ? 

Mr. Coffey. I do not know the latest quotations, but something 
like 50 cents, I believe. 

Mr. Garner. The Kansas City live-stock reports state that con- 
tracts were being made for the feeding of cattle at 33 J cents per 
bushel for com. I can not vouch for the truth of that report. 

The Chairman. Mr. Coffey, I believe every member of this com- 
mittee and every Member oi Congress realizes the serious condition 
business is in throughout the coimtry, and especially with the farmer. 
I think the farmer is suffering more than any other producer at the 
present time. It is true, indeed, that the whole world, because of 
this war, is hard up. Eiu-ope is nearly bankrupt and is looking to 
some country for a market for its products, some country which 
has the money to pay for its products. If Congress were to place 
an embargo on any European products, would it not, in your opinion, 
afford opportunity for reprisals between this coimtry and foreign 
coimtries m our import and export trade ? Would not an embarga 
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anger the people of other countries ; would it not cause them to dis- 
criminate agamst us, and, if so, would it not offset any benefit such 
an embargo might brmg about? 

Mr. Coffey. I have nothing but an opinion on that. 

The Chairman. It is an important question, and the committee 
and every man here, I am sure, would like to give relief in a manner 
that would be most beneficial to all concerned. 

Mr. Coffey. I can not give any information on that point except 
an opinion. I have thought the matter over and all I can see is that 
the world's commerce is in such a terrible condition that I do not 
believe anger would figure in this matter. In other words, England 
and Germany and all the coimtries are in such condition that they 
will do their best, no matter what conditions are. Now, that is my 
opinion, and on top of that I cs^ not see how it is good business to 
wipe out some of our fundamental businesses. I would not come to 
this committee with any plea for this western meat if they were 
simply losing money, I woiild not consider that at all patriotic, as I 
believe we have all got to lose money, but I can not see how it is good 
business or even good charity to wipe out your own business. 

The Chairman. I agree with you there. Now, Mr. Coffey, you 
spoke of the number of carcasses that have been brought into this 
country from New Zealand. What is the difference between the 
prevailing price for this imported meat and tlie price of that same 
class of meat prior to the war; have you any figures on that? 

Mr. Coffey. I do not have any figures on that because I do not 
know that they were selling any before the war. They were not 
imported before in any great quantity; they tried it a few times but 
it always failed. What I mean is that they failed in this way, that 
they could sell at a higher price in England and France than they could 
to us. 

The Chairman. We did import considerable refrigerated beef, but 
I do not know about mutton. 

Mr. Coffey. The importations of mutton and lamb were small. 

The Chairman. Our Navy contracted for cold-storage beef and 
veal prior to the war simply because it was offered by the packers at 
1 cent per pound less. 

Mr. Coffey. I have here, Mr. Chairman, a communication I would 
like to read into the record, if I may do so. 

The Chairman. You may read it in. 

Mr. Coffey. This communication is dated at the Union Stock 
Yards, 111., December 9, 1920, and directed to J. M. Wilson, care of 
the Raleigh Hotel, Washington, D. C, and reads: 

• 

One thousand nine hundred and sixty-eight ewes sold to Wilson & Co. at $2.10 per 
hundred weight; average, 93 pounds. Gross proceeds, including 23 dead sheep, 
$3,878.11. Transportation expenses, including freight, switching, feed charges in 
transit, and war tax, $2,804.12; yardage, $159.84; fire insurance, 70 cents; commis- 
sion, $240; attendants' charge, $20. 

Clay, Robinson & Co. 

Now, these sheep brought gross $3,878.11; their cost to market 
was $3,224.66, a net return on the 1,986 head of $653.45, or 33 cents 
per head net to the growers. 

The Chairman. May I interrupt you, Mr. Coffey ? You are pretty 
much in the fix of a fruit grower in western Michigan who shipped a 
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^carload of fruit to a Chicago dealer and the dealer wrote back to him 
and informed him that he owed him $1.75 and to please send check. 

Mr. Coffey. These sheep were shipped by the Rief estate, of Rock 
Springs, Wyo. 

Mr. Garner. These sheep were shipped imder date of December 9 ? 

Mr. Coffey. I do not know the exact date. 

Mr. Hawley. Prof. Coffey, how long have you been connected 
"with the University of Illinois? 

Mr. Coffey. Since 1906. 

Mr. Hawley. You say that about 1895 the farmers of the Middle 
West began buying sheep for feeding purposes ? 

Mr. Coffey. Yes, sir. 

Mr. Hawley. About the same time they began buying cattle for 
the same purpose ? 

Mr. Coffey. Yes, sir. 

Mr. Hawley. And from that time until 1913 was it profitable to 
liave sheep on the farms in the Middle West ? 

Mr. Coffey. Yes, sir; I think it was. Of course there has always 
l)een ups and downs, but on the whole it has been profitable. They 
T>egan with the feeding of wheat screenings around the mills of 
Itfinneapolis and St. Paul and the sheep were bought at a very low 
price and these screenings were almost given away to the feeders and 
under such conditions it was profitable. As time went on and it was 
:seen they were making a profit, competition began to develop imtil 
finally it happened that the breakfast-food manufacturers at Battle 
'Creek woula pay more for these screenings than the farmers could 
afford to. Tnen the real farmers began to compete with these 
•speculative buyers for the feeders and the sheep feeding was trans- 
ferred from these large centers to the farms. Now, there is always on 
the farms a great deal of wastage — ^I am talking of farms in Iowa and 
Illinois and with the consumption of these feeds and the consumption 
-also of some verv valuable harvested feeds sheep feeding in the main 
has been profitable, but it has been no bonanza. 

The Chairman. The shipment of this mutton from New Zealand 
to the United States is due to the fact that money is more plentiful 
-here now, and if an embargo was placed on mutton and other products 
the effect would be to divert this mutton to European markets at a 
lower price, would it not? 

Mr. Coffey. I presume so. 

Mr. Young. And from that fact Europe would be benefited by 
:getting cheaper food ? 

Mr. Coffey. Yes, sir. 

Mr. Oldfield. Let me ask, do we ship any mutton from this 
*coimtry to Europe ? 

Mr. Coffey. No, sir. 

Mr. Garner. How does it happen that with this shipment of 
mutton coming in the consumer does not get some benefit? 

Mr. Coffey. I can not answer that. 

Mr. Garner. There is a decline in the sheep population of this 
^country, is there not? 

Mr. Coffey. Yes, sir. 

27124—21 6 
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Mr. Garner. And has it not been going on since the seventies^, 
when the range disappeared in the West ? 

Mr. Coffey. That has happened in this country and is what is 
happening in every country, irrespective of where it is. The sheep 
business is gradually returning to the areas of cheapest country. In 
1893, 1894, and 1895 the Middle West was visited dv a scourge, the 
stomach worm, which wiped out a number of our flocks. Prices were 
very low and we could not compete; but the time has now come, in 
my opinion, when we can grow mutton and wool as cheap in the 
farming States as they can in the West, and I think the decline in 
price is due probably largely to the fact. 

Mr. Garner. That decline has been going on for a long time. 

Mr. Coffey. Yes, sir. 

Mr. Garner. And it can be made profitable ? 

Mr. Coffey. I do think that marketing conditions are having an 
effect at the present time, because I know people are now liquidating 
their flocks. 

Mr. Garner. This very large shipment to which you call attention, ' 
that does not affect this, does it ? 

Mr. Coffey. It has never happened to any large extent until this 
year. There is at the present time in storage in this country a little 
over 48,000,000 pounds. 

Mr. Garner. What relation would that have to our own consump- 
tion? 

Mr. Coffey. The amount of mutton and lamb that would likely 
come into this country this year would increase 25 per cent. 

Mr. Garner. That would mean about one-third of the consump- 
tion ? 

Mr. Coffey. Yes, sir. 

The Chairman. I want to direct your attention to another fact in 
connection with this sheep question. I think the Very astonishing 
statement was made yesterday that we consumed in the manufacture 
of woolen goods about 90,000,000 pounds of shoddy; is that not about 
one- third of our total products of wool ? 

Mr. Coffey. It is more than that; 1 pound of shoddy displaces 
nearly 3 pounds of grease wool. 

The Chairman. Another very astonishing statement was that there 
were no pure woolen goods made in the United States any more, and 
that those of us who buy alleged woolen goods are getting a mixture of 
shoddy. The statement was made that there were no woolen goods 
made without shoddy. Is it true that there are no woolen goods 
made in this country that are pure wool ? 

Mr. Coffey. That was the statement of Mr. Brown. It is my 
understanding that Mr. Brown made the statement that in the manu- 
facture of worsteds and combed-wool goods it is impossible to use 
reworked stock of any sort. Worsteds can not be made of reworked 
wool. 

The Chairman. That is not the point. Are there any pure wool 
goods manufactured in this country ? 

Mr. Cherington. Of the 40 per cent of the total wool fabric out- 
put which are woolen goods, keeping in mind the distinction between 
worsteds and woolen goods, a substantial percentage is madd with 
the use of some reworked stock. 
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The Chairman. Are there any goods made of wool and wool and 
wool alone ? \ 

Mr. Cherington. Sixty per cent of the output of woolen fabrics 
are worsteds which must be made of new wool alone. 

The Chairman. What are worsteds ? 

Mr. Cherington. They are fabrics made of combed wools. 

Mr. Young. Now inasmuch as so-called woolen goods contain 
either shoddy or reworked wool and is not composed exclusively of 
virgin wool, would it not be a good plan to mark this particular 
fabric plainly so that the consumer could be advised when they 
bought as they would be willing to pay more for pure wool. Would 
it not be fair to the consumer and would it not be to the seller's 
advantage to see that the article was so marked and if we can pass 
a pure fabric bill and require the manufacturer to say whether it is 
pure wool and how much of it is shoddy and how much reworked 
wool. 

Mr. Coffey. This question has been before the sheep men of the 
country for some time and the American Farm Bureau at its annual 
meeting had before it the endorsement of a pure fabric law which is 
now beiore Congress. 

Mr. LoNGWORTH. I want to ask you a question; one of the best 
farmers I know told me that he intended to feed cattle again this 
winter but that no man could feed cattle successfully unless he would 
feed cattle each year; some years he loses and some years he makes, 
but if he is a good feeder in a long period of time he will make. Now, 
is that not also true with the farmers in the Middle West with the 
feeding of sheep ? 

Mr. CoFiteY. That is the advice I have had. 

Mr. Garner. Have you -ever made any investigation of the 
market ? 

Mr. CoFFBY. No, sir; I am not a market inspector. 

Mr. SiNNOTT. I would like to lay before the committee a letter 
from the Oregon Woolgrowers' Association and also a resolution from 
that body which I would like to have inserted in this record. 

The Chairman. Just give it to the stenographer, Mr. Sinnott. 

Joseph, Oreg., Novemher 24, 1920, 
Hon. N. J'. Sinnott, 

House of Representatives f Washington, D, C, 

My Dear Mr. Sinnott: I am sending you herewith a memorial adopted at a meeting 
of the Oregon Woolg ower? held in Portland last Friday. This meeting was attended 
by Portland bankers, warehouse interests, and live stock loan company representatives 
for a general discussion of the situation as it now exists, and to determine, if possible, 
what action can be taken to insure some protection to the stock industry of the North- 
west. 

I am glad to note by to-days Oregonian that you are already showing a lively interest 
in the conditions that face the stockmen and farmers of the West, but regret to note 
that the feeling seems to exist that nothing can be done before convening of the new 
Congress on the 4th of March next. 

If it is at all possible that anything can be accomplighed at the December session, 
we feel that every effort should be made to do whatever may be done. Referijing in 
particular to the present situation as to wool, 80 per cent of the clip this year is still 
owned by the growers, either stored at home or consigned to the central markets for 
sale. 

To-day there is absolutely no market for wool, even at the extremely low nominal 
quotations. South America will soon be shearing and will have a clip amounting to 
a billion pounds, which under present conditions can be put on the American market 
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without restriction. Aufstralian wool to-day can be laid down in Boston at a price 
which if our western wool had to compete with it would spell absolute ruin for the 
western sheep men. 

It is the belief of the banking and stock interests that there may be a possibilily 
of getting Congress to pass appropriate legislation that would put an embargo upon 
the importation of foreign wool, pending the adoption later on of a general tariff bill. 
It has been rumored that if Congress should enact such an embargo President Wilson 
would permit it to become a law. 

I want to impress upon you the extreme acuteness of the situation. You, of course, 
are familiar with conditions generally here in the West, but they have been rapidly 
getting worse. So many factors have entered into the matter that unless relief is 
given by the placing of an embargo, we feel that absolute disaster will come before 
beneficial effect of any action taken by the next Congress can be had. 

You will appreciate that the present rate of exchange between Europe and England 
in particular enables Australia to market wool in the United States with the advan- 
tage of a percentage of about 35 per cent over the domestic article. 

It was suggested at the Portland meeting that it was feasible and possible to have 
the short session take some action, preferably in the line of an embargo, and some 
move has been made to bring this before the Commerce Committee of the Senate, of 
which Senator Jones of Washington is chairman, and both Senators McNary and 
Chamberlain of this State are members. 

The National Woolgrowers' Association, and all affiliated interests, will follow the 
matter up and all influence possible will be utilized. 

A comprehensive statement of the facts reciting the entire situation is being pre- 
pared, and later on will be forwarded to you. 

We appreciate that we do not need to urge you to do anything and everything 
that can be done, for you have always been intensely loyal to the interests of your 
constituents, but we want to impress upon you the extreme necessity of action of 
some kind ; and we will be very glad to furnish you a complete statement of conditions 
and facts and figures as we develop them. 
Very sincerely, yours, 

Jay H. Dobbin, 
President of Oregon Woolgrowers^ Association. 

Whereas the wool industry of the United States, like all essential producing in- 
dustries, is no suffering from the present economic conditions and restricted markets, 
which impose a sever burden, but one which can be sustained if relief is granted from 
the competition of the immense volume of wool now ready and about to be shipped 
into this country without restriction from South America, New Zealand, and Australia, 
and which foreign wool can and will be marketed at prices below the cost of production 
of the domestic article, to the irreparable injury of tne home produces: 

Now, therefore, Oregon Wool Growers Association respectfully^ petitions the Congress 
of the United States for the immediate enactment of l^islation laying an embargo 
upon the importation of foreign wool until such time as conditions and markets become 
normal and the wool business can be rehabilitated, believing as we do that if such 
action is not promptly taken and unless remedial legislation is adopted before the time 
for marketing another clip of wool, owners will be compelled to sacrifice their breeding 
stock, thus eventually causing an economic loss to the country and the impairment 
of a vital industry to the detriment of the consumer as well as of the producer, we 
respectfully represent the urgency of the situation and ask prompt action by the 
Government. 

Mr. McClure. Before we go on to Mr. Fawcett, might I say that 
the passage of a pure fabric law can not help the American wool- 
grower providing our ports are left open to the importation of for- 
eign wool. If a pure labric law increases the consumption of wool 
it will increase the consumption of foreign wool and not of domestic 
wool. 

The Chairman. Is Mr. Fawcett present ? 

Mr. Fawcett. Yes, sir. 

The Chairman. Please give your name and address to the stenog- 
rapher. 
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STATEMEHT OF HB. C. J. FAWCETT, DIBECTOB OF THE 
WOOL MABKET Of THE AMEBIGAN WOOL GBOWEBS' 
ASSOCIATION, SXTPEBINTENDEHT OF PTJBE WOOL DEPABT- 
MENT OF THE NATIONAL WOOL WABEHOUSE AND STOB- 
AGE COMPANY. 

Mr. Fawcett. Gentlemen, I feel that this subject as pertaining to 
the wool and sheep industry has been pretty thoroumly covered, 
and it is not m.j purpose to go into detail and reiterate tne statements 
that have previously been made to you but I wish to add that the 
fleece-wool section and the western wool situation I would briefly 
state are a little different. During the period of war the increasea 
production in our State of wool brought about an increased member- 
ship in our organization; we have a membership now in this organi- 
zation of practically one and a half millions in 34 States. The wool 
farmers had responded to this request for increased production; I 
refer to wool of which we produced in normal times only about 50 
per cent of our annual consumption. Approximately, 60,000,000 

Eounds of our best fleece wool, cooperatively marketed are now being 
eld in graded lines, and that will oe returned to the grower because 
of no market that will return the price and represents a loss to the 
market. I will state briefly our purpose in this cooperative marketing 
of the product of 50,000 woolgrowers, which by this method of mar- 
keting we have sought to teach the grower how to produce. In the 
past they have had no means of Imowing how their product was 
mar.keted. This year practically 60,000 will receive a grading slip 
for their wool, showing the value of the different grades of wooL 

Mr. Garner. I wanted to ask Prof. Coffey a question. We are 
going to have a tariff bill here in January, and it seems to me that you 
are one of the gentlemen who will be interested in it, and we would 
like to have you furnish a record of the cost of producing wool in this 
country. 

Mr. Coffey. By statement now ? 

Mr. Garner. No; later on at any time; but it seems to me that 
you ought to be as nearly well qualified to ascertain the cost of pro- 
ducing wool and mutton in this country as any one. 

Mr. Coffey. I can do that this morning, but, of course, I will be 
very glad to do it and furnish it to you. 

The Chairman. Schedule K, which is the wool schedule hearings, 
have been set for January 31, February 1 and 2, 1921, and we would 
be glad to hear from you with any iniormation you may be able to 
furnish us. 

Mr. Young. I was wondering how long these farmers who have 
pooled their wool can wait for better prices. You are asking now for 
emergency legislation? 

Mr. Fawcett. In my connection with the National Wool Ware- 
house Co., which is a cooperative one, we have attempted to meet 
this situation by bonding our warehouse and issuing warehouse re- 
ceipts for the purpose of being accepted as collateral with the 
Federal reserve oanks, but unfortunately we have had difiiculty with 
the collateral which is issued for a period of three months and which 
the bank will not renew. 

Mr. Young. How much have you been able to issue up to this 
time? 
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Mr. Fawcett. We issue these receipts direct to the growers for 
placing with their local banks who rediscount through the Federal 
reserve. A large portion of these have been rediscounted by other 
banks but comparatively few have gone to the Federal reserve. 

Mr. Young. These warehouse receipts have been found to be 
available as collateral ? 

Mr. Fawcett. Absolutely, but unfortunately it takes three months 
and the three months have expired. 

Mr. Young. You do not know then whether that can be done on 
this or not ? 

Mr. Fawcett. I do not know; it probably will be in some cases, 
but in the majority probably will not be and this places an additional 
burden on all concerned. 

Mr. Garner. Is it not really your situation that instead of an 
embargo you need money to carry your products ? 

Mr. Fawcett. That would help, but now are we going to have 
relief when we are allowing our foreign competitors an import bonus 
on the wool, about 427,000,000 pounds in round figures, imported 
during past fiscal year and still coming in ? 

Mr. Garner. The importations have been greater than any in 
preceding years ? 

Mr. Fawcett. Yes, sir. 

Mr. Garner. The conditions in Texas I know. The banks can 
not carry it and the farmers are doing all the carrying and liquidating 
when they can. 

Mr. Fawcett. Permit me to say that there are certain cases where 
liquidation is desirably yet they can not liquidate. 

Mr. Dickinson. You refer to this foreign wool coming in and the 
manufacturers buying this foreign wool; if the manufacturers are 
buying this and using it in cloth, do you understand to what extent 
thev are also using shoddy ? 

Mr. Fawcett. The statement was made yesterday that 90,000,000 
pounds was used. 

Mr. Dickinson. What sort of shoddy is that; is it scoured? 
Do they buy the shoddy and do they scour it ? 

Mr. Fawcett. I can not say accurately, but I think that the 
steamship Isleta on November 24 brought a large cargo of that. 
Not that we are trying to do awaj^ with the use of shoddy, but it 
would seem that a ''Truth in fabrics'' bill would simplify matters. 

Mr. Dickinson. Does this foreign wool come in scoured? 

Mr. Fawcett. It comes in some manufactured commodities. 

Mr. Dickinson. And does the manufacturer scour the shoddy? 

Mr. Fawcett. The shoddy would already be scoured. 

Mr. Dickinson. Where do they get that shoddy; is it shipped in 
or bought in this country ? 

Mr. Fawcett. Both. 

Mr. Oldfield. Shoddy seems to be old cloth. 

Mr. Fawcett. Yes, sir; reworked wool. 

The Chairman. Proceed, Mr. Fawcett, please. 

Mr. Fawcett. As I stated before there are 60,000,000 pounds of 
graded wool in storage. The statement was made here yesterday 
that this was not fleece wool or, in other words, if fleece wools were 
used they would need to establish more warehouses. We have 



EXCHANGE FLUCTUATIONS AND TAKIFF DUTIESI 87 

'endeavored to meet all the requirements of the wool market and 
have about 60,000,000 pounds of fleece wools now on hand. 

There is one other point I would like to mention, and that is the 
Tate of liquidation. We in the corn belt depended upon the West to 
produce for us approximately 65 per cent of our sheep and have had 
about 45 to 50 per cent of our cattle to feed. It is an all-wise plan of 
nature that we in the corn belt produce the corn but have had the 
live stock raised in the West. Now, gentlemen, our source of supply 
is being cut off; I am not going further into that, but the rate of 
liquidation on cattle is approximately 30 per cent greater than in 
1916, and on sheep it is 35 per cent greater. Now, that might not 
seem serious at first thought, but in view of the times it is absolutely 
serious. 

The Chairman. For the purpose of information I want to ask you 
what our consumption of wool is in the United States ? 

Mr. Fawcett. Last year about 600,000,000 pounds. 

The Chairman. Our consumption now ? 

Mr. Fawcett. Around 500,000,000 pounds. 

The Chairman. How much wool is tnere in this country right now ? 

Mr. Fawcett. Approximately with the coming clip nine hundred 
to one thousand million pounds, I should say, and including the new 
<jlip; 427,000,000 million pounds were imported diu-ing the fiscal 
year 

The Chairman. Four hundred and twenty-seven million pounds ? 

Mr. Fawcett. Two hundred and eighty-two million pounds of 
this year's clip, which is 90 per cent, in the hands of the producer, 
possibly, and estimating the 1921 clip at 250,000,000 pounds, which 
would be in exact figures 950,000,000 pounds. That is not taking 
into consideration the Government owned wool, which is estimated 
at approximately 40,000,000. 

The Chairman. In other words, you have on hand over a year's 
•supply ? 

Mr. Fawcett. More nearly two years' supply. 

The Chairman. It was stated by one of tne witnesses, I do not 
know which one, that Australia consumed 100,000,000 pounds of 
wrool and New Zealand 24,000,000 pounds. Do you know what the 
^consumption of wool in Australia and New Zealand is ? 

Mr. Fawcett. No, sir; I do not. 

The Chairman. While they have produced about 850,000,000 to 
"860,000,000 pounds, the consumption has been only about 124,000,000 
pounds, so that they have a surplus of 750,000,000 pounds of wool 
to export annually, and with our year and a half's supply of wool 
on hand at the present time and all of the other wool markets of the 
world in that condition, it looks as if the price might go down rather 
than go up during the next 12 or 18 months? 

Mr. Fawcett. les, sir. 

The Chairman. And that these are the difficulties that you have 
to cope with. Now, you have to face that situation with a year and 
a half's supply of wool ahead and with the normal production of 
wool of the world for export from these great wool-growing countries, 
the outlook of the sheep growers in. this country is not bright, is it? 

Mr. Fawcett. No, sir. 

The Chairman. Unless some relief can be given him ? 
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Mr. Fawcett. And speedily. 

Mr. Martin. There is one question, as I understood, you said 
that country produced 280,000,000 pounds last year and the 
amount of wool on hand was 427,000,000, which would be a little^ 
over 700,000,000 pounds, and the amount consumed was 600,000,000t 
pounds ? 

Mr. Fawcett. Approximately. 

Mr. Martin. You would have a surplus of 100,000,000? 

Mr. Fawcett. Yes; but you are not now considering the 250,000,- 
000 of this spring's clip now in siffht. 

Mr. Martin, les; that would be 100,000,000 surplus, not includ- 
ing the clip in sight, which would make that about 900,000,000 pounds- 
Mr. McClure. Mr. Chairman, if you will permit, I would like to- 
fet this in the record very accurately. On the 1st of October the 
Inited States Bureau of Markets reports 521,000,000 pounds of wool 
on hand. The estimate of the wool in the hands of the growers is. 
175,000,000 poimds of wool, giving a total volume of wool on hand 
October 1 of 696,000,000 poimds of wool. Our next clip is estimated 
at 270,000,000 pounds of wool, which starts to come on the market 
in February, wmch gives us a total visible wool supply of 966,000,000 

f)ounds of wool. The consumption of wool in tne United States. 
or October was 33,000,000, so we have at that rate of consumption 
almost a three years' supply of wool on hand. 

Mr. Garner. Was that an average month ? 

Mr. Copley. What was the consumption last year? 

Mr. Fawcett. I do not know what the consumption for the 12 
months has been. It has been very small. I think that the amount 
of wool used in the United States will be approximately 400,000,000 
pounds. Normally, we will use about 550,000,000 pounds of wool. 

The Chairman. That is about right. 

Mr. Fawcett. And 175,000,000 pounds of that wool is in the 
hands of the grower, not included m the Government reports. In 
addition to that we have a lot of wool on the sheep pelts which the 

E ackers hold and is not included in any report, which the packers 
ave been unable to sell. The packers have been unable to sell 
the pelts, and they have not pulled the wool. Now, they have 
considerable wool on these pelts, which has not been pulled, as there 
is no market for it. That is not included in those estimates. 

Mr. Copley. Before we proceed further, will vou state just what 
the description of the different kinds of wool includes? 

Mr. Fawcett. The territory wools we term the western wools, 
west of the Missouri River. Iiie fleece wool States are what is known 
as the farm or com States, com belt States. 

Mr. Copley. So when you refer to fleece wool, you refer to wool . 
that was produced in that region described by you? 

Mr. Fawcett. Yes, sir. 

Mr. Copley. You do not refer to the Rocky Mountain States . 
production ? 

Mr. Fawcett. That is generally termed western territory wool. 

Mr. Treadway. Is there any distinction as to quality oi this wool 
in the markets ? 

Mr. Fawcett. The condition which determines that is at the mills, , 
and those values are fairly fixed. 
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Mr. Treabwat. But not geographically, as described in the names ? 

Mr. Fawcett. Not absolutely. Of course there are grades that, 
are arbitrarily fixed that are well understood by the wool dealers and 
the wool manufacturers. The wool dealers have got certain grades,, 
of wool. 

The Chairman. In the territorial wools they are more likely to be,, 
wool in the grease than fleece wools. 

Mr. Fa wcETi . Generally speaking. 

Mr. Treadwat. Can you give us any information as to the situa-. 
tion which the gentleman cited here yesterdav with regard to the, 
wool condition, the condition in which the wool reaches th^ ?aarket., 
I believe that he stated that the foreign wools reach the market in 
better condition than our native wools; that is, that they are ready 
for use. Rather than having to be sorted they arrive already sorted^ 
I may not be describing just the idea, but a gentleman from Massa- 
chusetts who was testifying yesterday said that in buying the im- 
ported New Zealand wool that they were practically r^ady for the 
manufacturer, whereas if they bought our native wools they would 
have to go over the various shipments and prepare them. 

Mr. Fawcett. Yes, sir. ' • 

Mr. Tread WAY. Why hasn't our wool grower gotten to ihe^^t stage 
as well as the foreigner ? 

Mr. Fawcett. Iney buy oftentimes what is called slqrt wools 
from the foreign markets. 

Mr. 'RiEADWAY. Just what is that ? 

Mr. Fawcett. That is, taking the back and the sid^. The skirt 
takes the breech, the belly, and the flank wool off and leaves thp 
long staple. He referred, I believe, if I remember his statpm^nt^ 
correctly, to the fact that foreign wools could be obtained in grpater 
lines, probably, than our wools. 

Now, we have been meeting the demands of the manufacturers and 
of the wool dealers. We have been carrying on that work. Previ- 
ous to the war the wool producer in the corn or farm States had 
no way of knowing the needs of the manufacturer and wp have tried 
to provide ways of sorting this production in the cornrbelt States^ 
It IS generally known that it was spread broadcast duiing the period' 
• of the war, and it was preached that there should be ^ herd of sheep 
on every corn-belt farm and that the number of flocks could be in- 
creased 150 per cent in the corn-belt States without interfering Vitl^ 
the other lines of live stock. 

I would like to put into the record a resolution by the woolrmarket^ 
in^committee of the American Farm Bureau of Federation. 

This is signed by representatives from 17 States. . 

The Chairman. You may insert it in the record. 

Mr. Fawcett. Thank you. 
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(The resolution referred to is as follows:) 

Chicago, III., November 29 j 1920, 
To the Congress op the United States: 

We, the wool-marketing committee of the American Farm Bureau Federation, rep" 
resenting the woolgrowing States of the United States of America, respectfully sud- 
mit for your earnest consideration the following: 

"Whereas, in response to urgent appeal during the war, the domestic production of 
wool was greatly increased: and 

"Whereas, due to the demoralized market conditions, there has been an almost com- 
plete cessation of buying, resulting in no demand for wool, for the warehouses of 
this country are now filled to overflowing with such acciunulations awaiting an 
outlet; and 

"Whereas, due to the unfavorable condition of foreign exchange, foreign wools are 
being dimiped on our domestic markets at prices considerably lower than the cost 
of production at home; now, therefore, be it 

Resolved, That Congress be petitioned and urged to place at its session in December 
an embargo on the importation of wools, woolens, and all sheep products or enact 
such other emergency legislation as will prevent the annihilation of the woolgrowing 
industry of this country. 

We respectfully represent that the seriousness of the situation demands immediate 
action. 

Geo. McKerrow, Pewaukee, Wis.; G. H. Bedill, College Park, Md.; J. F. 
Walker, Gambier,^Ohio; C. G. Filing, Manhattan, Kans.; J. E. Boog- 
Scott, Coleman, Tex.; J. C. Holmes, Brookings, S. Dak.; J. D. William- 
son, Xenia, Ohio; D wight Lincoln, Marysville, Ohio; W. C. Coffey, 
Urbana, 111.; C. M. Mouett, Bozeman, Mont.; D. A. Spencer, Wash- 
ington, D. C; Alex HeinuUin, Washington, Pa.; L. B. Palmer, Patas- 
kala, Ohio; E. L. Moody, Rusliville, N. Y.; J. B. Wilson, McKinley, 
Wyo.; W. W. Latta, Logan, Iowa; Jas. N. McBride, East Lansing, 
Mich.; J. W. Haw, Fargo, N. Dak.; F. L. Fitch, Linneus, Mo.; V. G. 
Warner, Bloomfield, Iowa; G. P. Williams, Baton Rouge, La.; Clyde 
II. Combs, farm bureau Fayette County, Fayette, Iowa; Geo. H. 
Munger, Appanoose Farm Bureau, Centerville, Iowa; A. Ray Combs, 
Clayton County Farm Bureau, Elkader, Iowa; Carl R.Fritzsche, Har- 
rison County Farm Bureau, Logan, Iowa; Ralph M. Edwards, Wright 
County Farm Bureau, Clarion, Iowa; J. Buchanon, Story County 
Farm Bureau, Nevada, Iowa; D. W. Rentmire, Iowa County Farm 
Bureau, Marengo, Iowa; T. R Miner, Lee Coimty Farm Bureau, 
Donnellson, Iowa; R. S. Goodhue, Stutsman County Farm Bureau, 
• Jamestown, N. Dak.; R. C. Doneghue, McDonough County Farm 
Bureau, Macomb, HI.; F. L. Overley, Warren County Farm Bureau, 
Indianola, Iowa; C. Pickard, Humboldt County Farm Bureau, Hunai- 
boldt, Iowa; H. D. McCullough, Lyman County Farm Bureau, Ken- 
nebec, S. Dak.; Homer W. Smith, Pennington County Farm Bureau, 
Rapid City, S. Dak.; H. M. Jones, Union County Farm Bureau, Elk 
Point, S. Dak.; Alfred Wenz, Aberdeen, S. Dak.; H. E. Codlin, Dallas 
County Farm Bureau, Iowa; T. M. Deal, Jefferson County, Iowa, 
Farm Bureau; Fred F. Clark, Palo Alto County, Iowa, Farm Bureau; 
J. W Merrill, Muscatine County Farm Bureau, Iowa; Chas. W. Martin, 
Clay County Farm Bureau, Spencer, Iowa; H. H. Turner, Des Moines 
County Farm Bureau, Burlington, Iowa; H. O. Watrud. Winneshiek 
County Farm Bureau, Decorah, Iowa; J. L. Uban, Winnebago County 
Farm Bureau, Thompson, Iowa; C. W. Davis, Jefferson, Iowa, Greene 
County Farm Bureau; S. G. Baxter, Albia, Iowa, Monroe County 
Farm Bureau; V Felter, Oakland, Iowa, East Pottawattamie County 
Farm Bureau; W. T. Magee, treasurer, farm bureau; E. C. Bird, 
St. Joseph County Farm Bureau, South Bend, Ind.; A. J. Dexter, 
Clark County Farm Bureau, Clark, S. Dak.; I. J. Hagenbarth, presi- 
dent National Wool Growers' Association, Spencer, Idaho; tl. M. 
Wilson president Wyoming Wool Growers' Association, McKinley, 
Wyo.; Prager Miller, president New Mexico Wool Growers' Associa- 
tion, Roswell, N. Mex.; S. W. McClure, for Idaho and Oregon Wool 
Growers* Association; C. J. Faucett, for National Wool Warehouse & 
Storage Co., Chicago, 111. 
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The persons whose signatures appear in the list above represent the following 
-organizations. 

1. The Minnesota and Wisconsin Wool Growers' Association. 

2. The Wisconsin Live Stock Growers' Association. 

3. Maryland Wool Growers' Association. 

4. Ohio Wool Growers' Association. 

5. Kansas Wool Growers' Association. 

6. Texas Wool Growers' Association. 

7. South Dakota Wool Growers' Association. 

8. Arizona Wool Growers' Association. 

9. Rambouielet Sheep Breeders' Association. 

10. Wool Marketing, Illinois Agricultural Association. 

11. Montana Wool Growers' Association. 

12. Pennsylvania Wool Growers' Association. 

13. New York Wool Growers' Association. 

14. Wyoming Wool Growers' Association. 

15. Iowa Wool Growers' Association. 

16. Michigan Wool Growers' Association. 

17. North Dakota Wool Growers' Association. 

18. Missouri Wool Growers' Association. 

19. Louisiana Wool Growers' Association. 

20. American Farm Biu-eau Federation, represented by by 30 county agricultural 
^agents from various States. 

21. National Wool Growers' Association. 

22. Idaho and Oregon Wool Growers' Association. 

23. New Mexico Wool Growers' Association. 

24. American National Live Stock Association. 

(Whereupon the committee recessed mitil 2:30 o'clock p. m.) 

AFTER RECESS. 

(The committee resumed its meeting at 2.30 o'clock p. m., and 
after hearing testimony on another matter, proceeded as follows :) 

STATEMENT BY WILLIAM BUEGESS, TKENTON, N. J., REPRE- 
SENTING THE UNITED STATES POTTERS ASSOCIATION. 

The Chairman. Now, Mr. Burgess is here and he is thoroughly 
familiar with this depreciation in exchange, and so on, and while 
he is in the city I thought this was the best time to hear what he 
had to say. Mr. Burgess, if you will come forward, we will be 
very glad to hear you. Please state your name and address to 
the reporter. 

Mr. Burgess. William Burgess, Trenton, N. J. 

The Chairman. State your business, Mr. Burgess. 

Mr. Burgess. I represent on this occasion the United States 
Potters' Association as its executive commissioner. I am deeply 
interested just now in the exchange question so far as it concerns 
the pottery which is now coming from Germanv. I was not at the 
hearing yesterday or on the other occasions wlien this matter was 
discussed, so I do not know whether I can throw any new light 
upon the subject. I feel, however, there has been a slip in some 
way in allowing pottery to come in through the customhouse as it 
is now coming, at a valuation 60 per cent below the actual cost to 
the American purchaser. The Ajnerican buyer has to pay 150 

Eer cent more for German goods than he did before the war, being 
ased on American money reckoning 25 cents to the mark as the 
prewar value. Actual purchases are made at 150 per cent above 
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this prewar value. In buying $1,000 worth of goods based on the 
prewar value in Germany he has to pay $2,500 in American dollars. 

The German manufacturers claim that the price for home con- 
sumption is now equivalent to the prewar price in marks plus 1,200 
per cent, but the value of the mark being, lor the sake of argument, 
worth 2 cents in our money, brings the actual value of the mark to 
the equivalent of 24 cents in our money. On entering the goods 
thus purchased, the importer claims that the market value of the 
goods in Germany is 24 cents or 25 cents, so that when entering the 
goods that have cost the American purchaser $2,500 in American 
money, he deducts 60 per cent from such invoice to make the equiva- 
lent of the home-market value, thus paying duty on $1,000 instead 
of the cost price to him of $2,500. 

An explanation of why the German manufacturer fixes the higher 
price for the American buyer is because, according to his claim, he is 
required so to do by the German Government. They in turn charge 
him, the manufacturer, 90 per cent excess-profit tax on the 150 per 
cent excess profit he makes. The manufacturer gets the 10 per cent 
that is left. 

I have had this matter up with the appraiser at the port of New 
York, claiming that the price at which the goods were actually 
purchased was the dutiable price. He replied that he was governed 
oy the decision of the Board of General Appraisers, which decision is 
set forth fully in reappraisement circular No. 3247, dated July 23, 
1920, the particular case being numbered 30146, on embroidery 
thread imported from France. In this particular case the goods 
were sold for $107.52, based upon the value of a franc at that time, 
in the home-market value, of only $54 and the duty was assessed by 
the Government at the higher value, but the Board of General 
Appraisers decided that the Tower price was the dutiable price, based 
entirely upon the fact that that was the home-market price for home 
consumption. 

Our law distinctly sets forth how the duty shall be collected in 
Paragraph K, Section 3, Tariff Law. It states that "whenever im- 

K or ted merchandise is subject to an ad valorem rate of duty or a duty 
ased upon or regulated in any maimer by the value therefor, the 
duty shall be assessed upon the actual market value or wholesale 
price thereof at the time of exportation to the United States in the 
principal markets of the country from whence exported. That such 
actual market value has been held to be the price at which such mer- 
chandise is freely offered for sale to all purchasers in said market, in 
the usual wholesale quantities and the price which the seller, ship- 
per, or owner would have received, or was willing to receive for such 
merchandise when sold in the ordinary course of trade in the usual 
wholesale quantities.'' 

The claim that I make is that the lowest price at which " all pur- 
chasers '' can buy is the dutiable price. 

The American importer is one of the '^alP' and is a large pur- 
chaser in the country of production. He has to pay 150 per cent 
more than the home consumer has to pay. In the decision rendered 
by the board there seems to be a little leeling on the ethical side of the 
proposition. I will just quote a paragraph: "For more than 22 years 
importers have been compelled to pay duty on foreign home consump- 
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tion values. It would certainly be an unwarranted hardship on them 
to attempt to establish at this late day an entirely different practice 
merely because of unprecedented conditions which have been created 
solely as a result of tne late war. To sanction such a change merely 
because as a result of the war export prices have become higher than 
home consumption values would be to countenance a policy based 
upon the theory of ^heads I win and tails you lose.' On general 
principles, to say the least, such a practice would be scarcely ethical, 
m that it would mean the adoption of a shift in procedure to meeting 
shifting conditions.'' 

Mr. Chairman, I think that the laws intended to provide for shift- 
ing conditions. We have here a condition that is becoming serious. 
It has not up to th^ present time become so serious because of the 
inability of uermany to produce a sufficient quantity of goods to be 
highly competitive. The decisions that have been rendered before, 
based on the home market value for consumption, were based on the 
fact that that home market value was higher than the export value, 
and therefore was- the lowest price at which all purchasers could 
purchase the goods. 

Now, things have shifted, and because of the low value of the 
mark the export value to the United States is much higher. I can 
not see why the question of home value comes in when the word- 
ing of the law is so absolutely clear that the duty shall be paid at the 
price at which the goods are freely offered for sale to all purchasers in 
the usual wholesale quantities in the country of production. 

The Chairman. It has been suggested, and considerable thought 
has been given to the suggestion, that we so change our import laws 
as to base our duties upon the American instead oi the foreign value, 
the home value instead of the foreign value. By doing that we could 

freatly reduce our ad valorem rates, and the duty arrived at could 
e collected on a higher valuation. Have you ever given any study 
to that question so as to determine whether it could be practically 
worked out if enacted into law ? 

Mr. Burgess. I have given very definite study to that, Mr. Chair- 
naan, running back to before the enactment of the Payne law, and 
that was a suggestion that I made to Mr. Payne at Auburn, and a 
little bit of it was embodied in the Payne law and carried through 
this law, namely, that as a method of getting at values when the 
foreign market could not be secured, that the duty should not be* less 
than that based on the American value, with certain allowances made 
for the duties and landing charges, profits, etc., but that is only a 
part of it. As to the matter of assessmg values on the American 
basis, I have prepared a little statement which, if I had known that 
I was going to be called upon to speak to-day, I would have gladly 
brought down, and will be very glad to send each member of the 
committee my thoughts along that line. Since I have prepared that 
I have submitted it to many men who are familiar with the opera- 
tions of the customs law, and the large industries that are dependent 
on customs duties, and know the difficulty of getting foreim market 
values, and my suggestions have met with hearty approval. 

Mr. Garner. May I suggest that you include that in the record 
so that the entire House may have the benefit of it ? 

The Chairman. Yes; I would be very glad to have you do that, 
Mr. Bwgess, and you may enlarge upon it if you so desire. 
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(The matter referred to is as follows :) 

Change of Base for Assessing Tariff Duties. 

suggested change of base for assessing customs duties from the foreign- 
market value of the foreign-made merchandise to the wholesale sell- 
ing value in the united states of merchandise manufactured, produced, 
or raised in the united states, similar or comparable to the imported mer- 
chandise in manufacture, material, quality, grade, texture, or the use 
for which it may be applied. 

We have been going through a period of radical changes in almost every depart- 
ment of national, international, and industrial activity. When we consider the- 
question of tariff revision, is this not the proper time to ask ourselves, "Is there not 
a better wajr? " 

Tariff duties are levied under the present law, and have been for many years, under 
two general heads, viz, specific and ad valorem; the former by quantity, weight, 
or measure, the latter upon the value at which the imported merchandise sells in. 
the foreign markets of the country of production in the usual wholesale quantities. 

If all merchandise could be fairly put under a specific rate, the whole tariff admin- 
istration would be a simple proposition, but this is considered to be impossible. 

The assessing of ad valorem duty based on the foreign market value is as far from 
the specific duty as the east is from the west. I therefore beg to suggest what I 
believe to be a simpler and more direct way, and more nearly approaching specific- 
rates, although based on values. 

DIFFICULTIES IN OBTAINING FOREIGN MARKET VALUES. 

The great difficulty in securing true foreign market values is conceded by all those 
who have ever had any direct contact with the administration of any such provision. 

Importers and their attorneys realize this fact and are naturally very favorable to 
any provision that will make the obtaining of such dutiable base difficult, and whidi 
places such large odds in their hands. 

It has often been stated by attorneys engaged by the importing interests that " We> 
are not so much interested in the rates fixed by the tariff schedules as we are in the- 
administrative features of the law." 

Advantage has been taken of this provision by unscrupulous exporters in foreign, 
countries and their agents and importers in this country. I beg to quote from an 
address made at a large commercial gathering in Berlin, by the chairman, one of the- 
largest and most reputable merchants in Germany. The address was made behind 
closed doors and afterwards was read before all the chambers of commerce within the 
realm. 

ADDRESS AT BERLIN CHAMBER OF COMMERCE. 

*'As a fact the United States is not dependent for its existence upon the collection 
of duties, and it can afford to allow the falling off of revenues in this direction for 
what they claim 'the general good.' From this standpoint it is clear that in the 
administration of the tariff is concealed the power and purpose to make the entry 
of certain competing articles as difficult as possible, and to carr>' this out the United 
States Government agents resort to the meanest and smallest measures. 

**The first of these is the certification of the invoices by consular officers stationed 
in various districts of the Empire. Second, the investigations by customs officials 
as to the correctness of statements in the invoices, which have not the force or effect 
of an oath in the German Empire. Third, the reexamination in cases where there is 
reason to doubt values by agents of their treasury department; and, fourth, by the 
high penalties added for undervaluation. Naturally we all admit that an actual 
swindle is incorrect in any business transaction, but 'undervaluation' should not be 
treated as such unless positively proved. However, no such elasticity is to be found 
in the minds of American customs officials, who treat 'undervaluation,' as they call 
it, as fraudulent, and they at once apply the usual penalties. Our goods have been 
exported to England and the United States at lower prices than those for the home 
market, and there have been more or leas low values for the States and in some cases 
what would be there termed 'fraud,' and such are the conditions at the present time. 

" 'Market value,' as defined under American law, is the wholesale price at the time 
of export, and our trouble lies in having two sets of prices, one for export and the other 
for home trade. We have to resort to a division of shipments under the so-called 
*$100 clause' to keep our matters secret, save fees, and avoid control on that side. 
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^'DeclarationB in invoices compelling all sorts of statements as to how the goods 
were obtained, whether by purchase or otherwise, values Ln detail, and charges of 
every character are the crowning point in the prying curiosity practiced under the 
American customs laws. 

''These things all lead to abused, and we are promised that the means of gaining 
information through American consuls and agents will be shut off. Our boards of 
trade are fully awake to the dangers that surround us, and in making every effort to 
close the doors against this abuse they are hoping for the whole support of the 
Government. 

''Experience has taught that the workings of tariff has not fulfilled the purpose for 
which it was created, but, on the contrary, the information gained under this regu- 
lation concerning costs of production has been so defective that in many cases it has 
been misleading, because through the prudence of our officials we have taken care 
that investigations of this character shall throw little light upon the actual value of 
their consignments. 

"In many cases trouble has been avoided by having invoices consulated remote 
from districts in which the goods are manufactured, but we must follow up this whole 
question as to the ri^ht of consular and other officers to pry into our business for the 
sole purpose of keeping out our merchandise, and in this we are assured of the cordial 
support of our Grovernment. Such treatment on the part of American officials and the 
cause for it is plain, and now that concessions must be made by the American Govern- 
ment, if we stand together firmly as a body aided and supported by our board of 
trade, we can bring about a change that will be of untold benefit to our American 
export tKtde.'* 

It makes little difference what rate of duty ad valorem you place on imported 
merchandise if the fixing of the value on which that duty is to be assessed be left in 
the hands of the foreigners. 

The question of supreme importance to the American manufacturer is that of 
arriving at a method of collecting all duties intended by Congress for the protection 
of our industries, whether that be an actual or an incidental protection. 

The assessing of duty upon the foreign market value of merchandise produced in 
various coimtries discriminates in favor of the low-cost countries such as Japan and the 
Orient. A duty adequate to protect the American industry from the products of 
Great Britain would be absolutely inadequate to protect against the Orient, and a 
duty sufficient to cover the difference in cost between the Orient and the United 
States would be absolutely prohibitive as to Great Britain and the Continent. 

The great difficulty in ascertaining the true foreign market value on which the 
duty is at present based is indicated by the following facts, all of which are subject 
to proof: 

First. Foreigners, especially those on the Continent of Europe and the Orient, 
consider it proper and laudable to evade in every way possible what they consider 
the unjust and iniquitous tariff laws of the United States. 

Second. When inquiries are made by oiu* consuls and others, false and misleading 
statements are piu-posely given, and when doubt is cast upon the truthfulness of 
the statements, the answer is given that it is a matter in which the official has no 
right to interfere; that it is their own private business. 

Third. Others more truthfully inclined positively refuse to give information rela- 
tive to home-market value, as they consider it irrelevant. 

Fourth. They claim that they have the right to make a special export price re- 
gardless of our law. 

Fifth. Importers in this coimtry, when placed upon the stand, invariably claim 
that they do not know the foreign-market value at wiiich the imported goods are sold 
to all purchasers in a wholesale way in the coimtry of production. They only know 
the values as invoiced. 

Sixth. Under the present arrangement the importer and his foreign manufacturer 
have everything in tneir own hands. The Government has no power to compel the 
foreign manufacturer to tell the truth or give any information he does not see fit to 
give. 

Seventh. The whole burden of proof rests upon the United States Government to 
disprove the invoice values, often without the possibility or power to produce legal 
proof. 

Eighth. The importers are increasingly taking advantage of this condition of affairs, 
and the United States Board of General Appraisers feel compelled to require legal 
proof of the inaccuracy of the invoice. The Board of General Appraisers' decisions 
as to values are consiaered as final, but the attorneys for the importers have found 
a way of carrying the cases into the United States coiurt on some technical claim of 
illegality. 
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Ninth. Many importers systematically take advantage of this condition, knowing 
liow the Government is handicapped. They have nothing to lose and everything 
to gain if the decision goes their way. Small shipments are made at low invoice values 
for the purpose of testing the knowledge of the Government as to the values or for 
the purpose of establishing some value other than the foreign market value; the 
amount of the invoice being very small, the penalty is merely nominal if the caae is 
lost. 

THE PROPOSED CHANGE OP BASE. 

From a protective standpoint the tariff is intended to protect the American indus- 
try; from the revenue standpoint it is to collect all the revenue provided by the 
tariff law. Why, then, should not the value upon which the rate of duty is to be 
assessed be the wholesale selling value in the united States of merchandise manu- 
factured, produced, or raised in the United States, similar or comparable to the im- 
ported merchandise in manufactiu*e, material, quality, grade, texture, or the use for 
which it may be applied? 

The importer will at once state that this is impracticable because of the fact that 
much of the merchandise imported is not similar to the^ American product. This 
may be true to a very limited degree, but when the question is gone into carefully, 
the great bulk of goods competing with the American product are comparable in either 
manufacture, material, grade, quality, texture, or the use to which they may be put. 

This same question is constantly arising regarding the foreign wholesale selling 
value of the foreign merchandise made exclusively for American use, the claim being 
made that the goods are not sold in the country of production and consequently have 
no foreign market value; they therefore claim an export value for customs pmposes. 
To overcome this claim, the tariff laws of 1909 and 1913 introduced a provision to the 
effect that where no foreign market value can be obtained, duty shall be collected on 
a value not less than the American wholesale selling value; *' due allowance by deduc- 
tion being made for estimated duties, freight, cost of transportation, insurance, and 
other necessary expenses from the place of shipment to the place of delivery, and a 
commission not exceeding 6 per cent, if any has been paid, or contracted to be 
paid, on consigned goods, or profits not to exceed 8 per cent, and a reasonable 
allowance for general expenses (not to exceed 8 per cent, on purchased goods. " 

This provision has quite effectively done away with the very common claim of 
^*no foreign market value. " 

There are, however, certain goods that are not produced in this country. It would 
Tbe easy to frame a provision covering these exceptions, taking the foreign market 
value of such merchandise, proper additions to the same to be made for dutiable 
purposes. From a protective standpoint we are interested in providing protection, 
under the tsuiff law, to domestic manufacturers who do or can produce goods, from 
the cheaper products of foreign countries; in other words, to protect our home indus- 
tries against competition from foreign countries which manufacture at a lower pro- 
duction cost. 

Consequently, we are particularly interested in such merchandise as is produced 
in this country, directly comparable with the foreign product. Therefore, a duty 
based upon the American wholesale selling price is fair, equitable and more easily 
'fixed than by any other method based on value. It also makes the amount of duty 
applicable to all imported merchandise the same, regardless of the country from 
Vhence imported and therefore does not discriminate in lavor of the low-cost countries. 

For example, under the present law, let us consider an article costing |6 per dozen 
to produce in Great Britain and $3 per dozen to produce in Japan. Assume the rate 
of duty to be 50 per cent — the English goods would pay $3 per dozen duty, whereas 
the Japanese goods would pay only $1.50 per dozen duty. 

Under the suggested change, let us assume that the American selling price of the 
same article was |l2 per dozen. To secure the same revenue as at present paid on the 
English product, it would only be necessary to assess a duty of $25 per cent upon the 
American valuation, so that 25 per cent of $12 would be $3 or the amount of duty to be 
paid upon all importations of such or similar merchandise coming from any country. 
Thus, England would be paying $3 per dozen and Japan would be paying $3 per 
dozen. 

When the American wholesale selling value was once fixed, the duty upon each 
item would be practically a specific duty. 

Almost all industries have a fixed sellme: list price which does not vary with trade 
•conditions, the variations being made in the discount, so that each item on that list, 
less the discount,, would establish a fixed price for each unit, and coneecjuently a fixed 
amount of duty for each unit. For example, let us assume that the pnce of a dozen 
cups and saucers is $1.50; dinner plate is $1.40; tea plate is $1.20, etc. If the duty 
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assessed was 25 per cent, the exact amount of duty to be collected on the imported 
cups and saucers would be 25 per cent of $1.50, or $0.37} per dozen; on the oianer 
plates 25 per cent of $1.40, or $0.35; and on the tea plates 25 per cent of $1.20, or $0.30. 

ADVANTAGES, 

I desire to point out some of the advantages to be secured by such a change. 

First. The rate of duty reauired to give protection to the American industry based 
on the American value would be much less than that based on the lower foreign value; 
approximately one-half. This would appeal to certain public sentiment. It is a ^t 
that the masses of the people always reckon that they are paying duty on the American 
selling value. If at tne present time the rate of duty is 50 per cent, based on foreign 
value, it would not be more than about 25 per cent on the American value to produce 
the same amount of revenue. 

Second. The American manufacturer would have increased protection because the 
law could not be so easily evaded ; no more than Congress intended him to have, but 
he would get what he is supposed to be receiving. 

Third. The Government would get all the revenus intended. 

Fourth. The power to secure facts would be in the hands of our own officials; they 
could compel the attendance of all interested parties for the establishment of true 
market values. They could punish for neglect to produce such evidence or for per- 
jured testimony. The whole legal process would be in the hands of our own Govern- 
ment. 

Fifth. The Government would then be freed from all diplomatic entanglements 
and embarrassments which have been quite frequent during tne past years, caused by 
questions of forei^ market values. 

Sixth. It would reduce to the minimum, if not entirely eliminate, the necessity of 
continuing our expensive corps of foreign commissioners, who are now practically 
under the control of foreign Governments and can be sent home if they become 
"persona non grata.'* 

Seventh. Those who, through gross undervaluation, are now reaping enormous 
profits out of our market would at least be compelled to share these profits with the 
Grovemment and thus reduce the unjust competition between them and honest 
importers and domestic manufacturers, as they would then have to pay an amount of 
duty equal to that paid by their fellow importers from whatever country the goods 
came. 

OBJECTIONS TO THE CHANGE. 

A number of objections would be forthcoming to this proposition: 

First. The difficulty in settling the comparability of the domestic with the foreign 
product. 

Answer. The law could be so worded as to provide reasonably for copaparisons. 

Second. The difficulty of ascertaining the real wholesale selling price in this country. 

Answer. Every article of merchandise sold in the United States must of necessity 
have a selling value; having both the seller and purchaser within the jinigdiction 
of this Government, the ascertaining of this value is easy as compared witii obtaining 
the same information abroad. 

Third. The difficulty of ascertaining the wholesale selling price of merchandise 
when such values fluctuate from day to day. 

U Answer. The same conditions obtain on all such merchandise abroad; such fluctua- 
tion in the foreign country our appraisers are supposed to know at the date of ship- 
ment. It is surely easier to ascertain the fluctuating value on the day of entry within 
our own country. This difficulty could be largely overcome by proclaiming a value 
to cover a period of time according to the ordinary fluctuations of such commodity. 

Fourth. The difficulty of arriving at the wholesale market value when goods of 
various grades, qualities^ and values are packed together. 

Answer. Have a provision by which such goods shall be packed separately, as in 
many kinds of merchandise imder the present law. 

Fifth. That the knowledge now had by Government experts and employees would 
belof little value in arriving at the American wholesale selling price, 
h Answer. One of the greatest difficulties in our present system is that few of the 
so-called "experts" have any knowledge of foreign market value other than the 
knowledge obtained from the invoices of importers; very few of these employees 
have ever been abroad for the purpose of obtaining information as to the foreign 
market value. The wholesale selling price in this country is comparatively easily 
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obtained by these experts, and much more definite and exact information is within 
their reach. 

There will be advanced many other objections to this change, but no objections 
can be put forth that are not surrounded by infinitely greater difficulties in the ascer- 
tainment of the foreign market values abroad. 

I sincerely trust that this matter will receive your earnest consideration, as I believe 
the time has arrived when we should become industrially as independent of foreign 
nations as possible. 
Respectfully, 

Wm. Burgess 

The Chairman. Here is the point I am trying to make. Suppose 
an article is produced in this country at a cost of $100. That same 
product might be made abroad, we will say, for $70. When it is 
maported to this country we will say there is a dutj^ of 30 per cent 
upon it. That is $21. When the article is landed its foreign pro- 
ductive cost and the duty combined would be $91, as against $100 
over here. A duty that would make up the difference between the 
foreign cost of $70 and the American cost of $100 is, in round figures, 
42 per cent, in order to get the difference between their cost and our 
production cost, wKereas, if it were assessed on the basis of 30 per 
cent of our value here, the ad valorem rate would be far below; it 
would only be 30 per cent. That is to say, we could greatly lower 
our ad valorem rates, and yet get the same amount of money, if we 
put a tax upon the value here instead of th^ foreign value. We 
would get only $21, at 30 per cent, on $70, whereas otherwise we 
would get $9 additional if it was based on a $100 valuation, our 
valuation here. 

Mr. Eainet. Would not that shut them out entirely from coming 
in? That would make the cost here $130, instead of $100. 

The Chairman. No, you are only assessing the duty upon this 
value, not upon the cost there. The cost over there is $70, we will 
say, and it comes in here at a cost of $70. If 3^ou place a duty of 30 
per cent upon that $70, that would be $21, making a total landing 
cost of $91, whereas if you want to get a protective tariff, the point 
I am making is that if we want to get the difference between their 
cost and our cost, we have got to get $30, and therefore we would 
have to impose, in round ngures, 42 per cent ad valorem duty, 
whereas if we based it on the American cost here, the percentage 
of ad valorem is lower. 

Mr. Garner. The difficulties are two : First, the practical diffi- 
culty of ascertaining the cost in this coimtry of any article. That is 
the first proposition, which is wholly impractical. I am going to 
hear what you have to say about it, but that occurs to my mind as 
impracticable, and, gf course, it may be that Mr. Fordney will get 
even more protection, and his rate will show a good deal less. That 
is the sum and substance of it. 

Mr. Rainey. If you base a protective tariff upon the American 
value, what becomes of the wholesale price ? 

Mr. Burgess. The American wholesale selling price ? 

Mr. Rainey. The American wholesale selling price, so far as the 
article of foreign production is concerned, would be made up of the 
cost of production abroad, plus the cost of transportation, plus the 
difference between that amount and the price the American article 
sells for, and then you would add the tariff to that ? 
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Mr. Burgess. Yes. Well, the tariff would be levied on the 
invoiced value of the goods, as they come to this country. All the 
other things would be added as items of additional expense. 

Mr. Rainey. You would not depend upon the invoice in arriving 
at the value here? You would fix the value here, and the value 
here would be the value of the American competing article in the 
wholesale markets ? 

Mr. Burgess. Yes. 

Mr. Rainey. Then you would add to that the tariff of 30 per cent, 
or whatever the tariff would be ? 

Mr. Burgess. Yes. 

Mr. Rainey. If you made the foreign article cost in the wholesale 
naarket 30 or 40 per cent, or whatever the tariflf is, more than the 
American competing article would cost, you would never be able to 
sell any of them ? 

Mr. Green. It would just depend on the rate. If the rate was 
only 10 per cent, we will say, and the article cost, as Mr. Fordney 
said, $70 in Germany, and the wholesale price here was $100, then 
if you levied your 10 per cent on that the duty would be only $10, 
wmch would bring up the total cost of the article to $70 plus $10 
plus the carriage cnarges. 

Mr. Rainey. No; in its last analysis, as Mr. Burgess explains it 
and as the chairman explains it, the competing foreign article would 
sell always to wholesalers for $10 more than the Ajnerican article, 
and nobody would pay it, of course. 

Mr. Burgess. No; if I acquiesced in any such thought, I did so 
unwillingly, because I did not understand the point you were mak- 
ing. It partakes more of the nature of a specific duty. If an article 
is made m England which costs, we will say for the sake of illustra- 
tion, $50, ana that same article sells in this country for $100, it 
would require $50 to bring it up to a competing point, leaving every 
other consideration out, or 50 per cent protection. 

Mr. Rainey. The fair result would be to lessen the imports, would 
it not ? 

Mr. Burgess. No; it would not, necessarily. 

Mr. Rainey. What is the use of doing it, then? 

Mr. Copley. If it is not a greater charge, it would not have any 
effect. 

Mr. Burgess. It would not have any effect, and the principal rea- 
son is to get the amount of duty that the law says shall be collected. 
At the present time the most difficult thing in the administration of 
the tarm law is the nature of the foreign market values on which the 
duty is based. 

Mr. Rainey. What you gentlemen who believe in this kind of a 
tariff stand for particularly is to keep the domestic field, the home 
field, for American goods as much as you can. Is not that what you 
stand for ? 

Mr. Burgess. We are protectionists, but not prohibitionists. 

Mr. Rainey. I know; but that is what you stand for, and when 
you do that you necessarily lessen the volume of imports, do you not ? 
Y ou can do it successfully ? 

Mr. Burgess. Not necessarily. 
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Mr. Rainey. You gentlemen realize that before the war we were a 
debtor nation, and in arriving at this situation in reference to the 
difference in exchange you realize that before the war we were a 
debtor nation? 

Mr. BuBOESS. They do not mention that in their decision. That 
is the Board of General Appraisers you refer to ? 

Mr. Rainet. No; we are leaving that branch of it now and getting 
back to the question of exchange. Do you gentlemen realize that 
b ef ore the war we were a debtor nation ? 

Mr. Rainey. And that the whole situation has been changed, and 
now we are the greatest creditor Nation the world ever knew; is not 
that true ? 

Mr. Burgess. Yes. 

Mr. Rainey. Is it not also true that all the gold produced in the 
world in a year would not pay the interest on the loans the Govern- 
ment has made to foreign nations; that if the foreign nations had all 
the gold that was produced in the world, that would not be enough ? 
Is not that true ? 

Mr. Burgess. That may be true, although I am not posted along 
that line. The point I am speaking of is the administration of the 
law as it exists; that is aU. It is not a question of theory, or ethics, 
or anything of that kind. 

Mr. Rainey. Is it not true also that in the case of exchange, and 
that is what you are discussing, a creditor nation, in order to exist 
and preserve its own industries, must import more goods than it 
exports? Is not that true? In other words, the nations of the 
world will now owe us a tremendous balance every year. They owe 
$400,000,000 or more than that, in interest alone on our Government 
debt. They have got to pay it. For the goods we ship abroad they 
have got to pay, and they can not pay unless they send more goods 
to us than we send to them. That is the condition in which England 
has been placed ever since 1846, ever since she reached out and 
became the greatest commercial nation of the world and the clearing 
house of the world, and during all of that period of time she has 
imported more than she has exported, because she was always a cred- 
itor nation until now. You gentlemen here are now trying to 
overturn the basic principles of economics by keeping out foreign 
goods and makmg it still harder than ever for this country to bring 
in more manufactured goods than it sends out, and we have got to do 
that if we are going to survive these new conditions and meet the 
fact that we are now a creditor Nation and no longer a debtor Nation. 
Those things are absolutely true. 

Mr. Green. Mr. Burgess, that is very easily disposed of. While 
it is true that those nations, in order to pay their debts,. will have to 
export goods, they do not have to export them to us; they can export 
them to South American countries where we buy more than we sell, 
and the matter can be shifted around in that kind of way without 
our imports being so large. And let them pay it in that way. 

But I want to ask you another question with reference to this 
exchange matter. While our purchases abroad are made, as I under- 
stand, as a rule, in the currency of a foreign nation, that is, the pur- 
chase price is estimated in the currency of a foreign nation, yet it is 
not impracticable, and certainly not impossible, for us to buy in 
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terms of our own currency. Suppose that instead of making a pur- 
chase in Germany, in marks, the American purchaser should buy 
simply in dollars and tell the German exporter that he will give him 
so many dollars for the product he desires to purchase. If the trans- 
action were conducted m that way, how would you adjust this ex- 
change matter ? 

Mr. Burgess. That is just the condition that exists in the case 
that I spoke ot. The Germans will not sell this propertj in marks; 
they will sell it only in American dollars, and at a fixed rate ot value 
for the mark. Then they figure out so many marks to a cent, per- 
haps at 1,200 per cent cipher than the former rate, and the mark 
being 2 cents, tnat makes it about 25 cents, but they put it in at the 
round figure of 25 cents to the mark, and then add 150 per cent to 
that value, and you must pay that in dollars and cents; they will not 
consider marks at all. 

Mr. Green. Suppose an American importer makes his return on 
the basis of so many dollars; what are you going to do with the 
exchange value ? 

Mr. Burgess. He does thatj and reduces 60 per cent from that, 
to make the value of the goods m marks in the country of production. 

Mr. Green. I, do not believe I imderstand that feature of this 
situation. 

Mr. Burgess. Well, it is peculiar and it is very alarming. I go to 
Germany and buy a certain lot of goods, say SI, 000 worth, m German 
mark value. If 1 were living in Germany I could buy them for per- 
haps, say, $1,000, or that equivalent in marks, but they say, ''You 
can not nave them for that because they are going to America. You 
have got to pay 150 per cent more than that price for exporting them 
to America.'' That is, $2,500. That is what I have to pay for those 
goods. I buy them and bring them to the customs house at New 
York, and on entry, say, the mai*ket value, according to this decision 
in Germany, is only $1,000, therefore I pay duty on $1,000 for a 
purchase that I have actually paid for to the amoimt of $2,500. 

Mr. Green. If that situation prevails, I certainly think it ought to 
be corrected. 

Mr. Burgess. That situation prevails; and to-day, with a duty of 
50 per cent on chinaware, we are getting 12^ per cent, and the Gov- 
ernment is geting only 12 J per cent in revenue, instead of 50 per cent. 

Mr. Green. 1 can not imderstand how, if a man actually paid 
$2,500 for that property there in Germany, the duty would be as- 
sessed on a lower amount. 

Mr. Young. It is something like an export duty, only in that case 
the money goes to the manufacturer instead of to the Government, 
Is not that about the nature of it ? 

Mr. Burgess. Ninety per cent of it goes to the Government as 
excess-profits tax; in tnis case 90 per cent of the 150 per cent. 

Mr. Green. That does not change the law. It seems to me, if 
they are doing that, they are violating the law. 

Mr. Copley. Do you mean to indicate that the German exporters, 
or the American importers of German-made articles, can pay two ana 
one-half times the price for which those things are selling m Germany, 
bring them in here and pay a duty, and yet compete with our manu- 
facturers ? 
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Mr. Burgess. Yes; they are doing it now. 

Mr. Copley. In other words, it is costing them to produce there 
40 per cent less than it costs us to produce here ? 

Mr. Burgess. Yes. That 150 per cent represents the increased 
price over the prewar price. 

Mr. CoPLET. It represents the price to an Amercian, rather than 
to a German ? 

Mr. Burgess. Yes; but it is based on the prewar price at 25 cents 
to the mark, the unit. 

Mr. Copley. It is fair to presume that they are not selling to the 
<5erman customer at less than cost ? 

Mr. Burgess. No. 

Mr. Copley. What it means is that they can sell it to us at two and 
a half times what they are selling it to the German purchaser for, add 
the duty to it,, and stiU undersell our manufacturers in this country ? 

Mr. Burgess. They are adding 12J per cent duty instead of what 
the law requires, 50 per cent. 

Mr. Copley. That means that it is costing them 40 per cent less 
than it costs us to manufacture goods that come in competition with 
them? 

Mr. Bltigess. Yes. 

Mr. Oldfield. They add 50 per cent to it in Germany before you 
start it out of Germany, if that is the case ? 

Mr. Burgess. Yes. ' 

Mr. Oldfield. And it does not make any difference what duty was 
fixed under this tariff law; they can overcome it by an arbitrary 
arrangement? 

Mr. Burgess. Under present conditions. 

Mr. Oldfield. As long as the depreciated currency exists ? 

Mr. Burgess. Yes. 

Mr. Oldfield. For example, suppose they charged 50 per cent in 
New York, as they ought to charge under the law, and the German 
Government would permit them to charge 100 per cent in the first 
place, as they now charge 150 per cent, it still would not affect the 
situation here at aU? 

Mr. Burgess. No. 

Mr. Oldfield. It would reduce their war-profits tax, or whatever 
you call it ? 

Mr. Burgess. It would reduce that. It would reduce the value 
that the American buyer had to pay for the goods, and it would 
reduce the amount of duty, no matter how it is based, on a low value 
or a high value. 

Mr. Green, If they would enforce the law, as I read the law, we 
certainly would get a much higher duty, and the Government would 
get much more money, if nothing else resulted. 

Mr. Copley. Mr. Oldfield, according to the witness, it is costing 
40 per cent less to produce in Germany what it costs to produce in 
this country. 

Mr. Oldfield. But they are charging 150 per cent to start with. 

Mr. Copley. Let me finish, please. Now, when it comes here, if it 
is based on our valuation, they would have to add at least 60 per 
cent of the value, which would be 150 per cent of the value at which 
they are selling it to Germans. That 150 per cent is right there, and 
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it is fair to presume that they are not selling it at below cost to the 
Germans. 

Mr. Oldfield. Here they charge $1,500. 

Mr. Copley. $2,500, he says. 

Mr. Oldfield. $2,500, and they get the goods, $1,000 worth of 
goods. There is $1,500 and the excess-profits tax, or something — I 
do not know what they call it — and then they charge over here 12J 
per cent on the $1,000 instead of 12^ per cent on the $2,500. 

Mr. Burgess. No, sir; they charge 50 per cent on the $1,000. 

Mr. Oldfield. Instead of 50 per cent on the $2,500 ? 

Mr. Burgess. Yes. 

Mr. Copley. If they charge 50 per cent on the $2,500, then could 
they complete with the American manufacturers? 

Mr. Burgess. Yes; I should say they could. 

Mr. Copley. That would make $3,750. In other words, they are 
selling them for $1,000 in Germany to Germans, and presumably 
at a profit ? 

Mr. Burgess. Yes. 

Mr. Copley. In other words, it is costing them only about 27i 

Eer cent as much to produce that article as it dpes to produce it 
ere? 

Mr. Burgess. Yes. 

Mr. CoPELY. That is simply a mathematical deduction from your 
testimony. 

Mr. Burgess. Yes. All the other countries are the same. The 
price of French goods has increased over 400 per cent instead of 
150 per cent. 

Mr. Copley. Over the cost in France, you mean ? 

Mr. Burgess. No, over the pre-war cost. 

Mr. Copley. We are not discussing that; we are discussing the 
price they are selling at in Germany for to-day. 

Mr. Burgess. Yes; that is what they claim. 

Mr. Copley. TaJke the case of French goods. What are they 
selling them for in France ? 

Mr. Burgess. Presumably at 400 per cent over the prewar price, 
at the present value of the iranc. 

Mr. Copley. Then Germany seems to be the only country that is 
able to produce at anything like the prewar price, is that it ? 

Mr. Burgess. Yes, they are actually producing, I believe at less 
than the prewar price. 

Mr. Hawley. Let me see if I understand that proposition. You 
go to Germany to buy certain commodities, and you buy them there 
m the depreciated currency for 10,000 marks, that is $1,360 in 
American gold. That would be the price, $1,360, to the German 
consumer. Do you pay 2 J times that, or $3,400, or $2,040 more than 
the German consumer pays? Of that $2,040, $1,836 goes to the 
German treasury, and $204 goes to the German manufactm^er. You 
bring those goods over here, for which you paid $3,400 in gold, and 
you pay into the customs house only on the basis of $1,360 ? 

Mr. Burgess. No; you do not get me just right there, sir. One 
part of the proposition is in the mark, and the other is in the dollar, 
according to the way you put it. If you put it on the mark basis of 
10,000 marks, then you want to make that 25,000 marks. 
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Mr. Hawley. That is in their depreciated currency ? 

Mr. BuKGESs. At their depreciated currency. 

Mr. Hawley. It is the same thing. In oraer to bring the goods 
to this country, however, instead of paying on the 26,000 mark 
value in German depreciated currency, you only pay duty on tiie 
10,000 mark value in depreciated currency? 

Mr. Burgess. Yes: that is right, you pay on the 10,000 mark 
value, because they claim that is the home market value. 

Mr. Hawley. That is the same proposition I put a moment s^o. 

The Chairman. In other words, by executive order or regulation 
or practice in the customs office, on goods so purchased we are 
receiving but 40 per cent of the duty which is provided for in the 
existing law, the Underwood tariff law ? 

Mr. Burgess. That is based on the decision of the Board of 
General Appraisers in this particular case I referred to, and carried 
out along all other lines of importations, and I took the matter up 
with the Secretary of the Treasury, to see if there could not be some 
alleviation, and he referred to this decision as binding; that the 
Board of General Appraisers' decision was a binding decision, and 
he saw no relief for it. 

Mr. Green. If that is a correct construction of the law, which I 
do not believe it is, some relief at least could be given by making 
provision whereby they would have to pay the duty on the basis 
of what the goods actually cost them. 

The Chairman. Our antidumping law would cover that absolutely. 

Mr. Burgess. Yes; the antidumping feature would cover that, 
but it would be a dangerous thing to make that a precedent, because 
very often in former days the price they paid for their goods was 
considerably below the price that anybody could buy the goods for 
in the country of production, so the wording of the law was just 
made in that way in order to cover practically the highest price 
that was paid in the country of production to any and all producers. 

Mr. Green. But we could fix that in the alternative so that the 
Government could take either one as the basis for fixing the duty. 

Mr. Burgess. Not less than the price paid for the goods would 
cover it. 

Mr. Copley. Taking this pottery which we were discussing a 
moment ago, your testimony is that they can produce it for 27 per 
cent less than we can. If they can produce it at a profit, does the 
antidumping clause operate ? 

Mr. Burgess. If they sold in" the country of production at that 
price it would not operate. 

Mr. Copley. As i understand it, this end of their hearing is predi- 
cated on the theory that they are not selling in Germany for a very 
much lower price than they are getting here, consequently the anti- 
dumping clause would not operate, would it ? 

Mr. Burgess. No; it woiild not affect a case of that kind at all. 

Mr. Copley. Granting that Germany can produce a certain line 
of articles at 27 per cent of the cost to us, the only type of ad valorem 
duty that would relieve the situation would be around 275 per cent. 

Mr. Burgess. Yes. 

Mr. Copley. Or the only kind of duty based on the American 
dollar would be 73 per cent of the American value ? 
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Mr. Burgess. But the actual history of the business would show 
that under a 55 per cent and 60 per cent duty in 25 years all Ger- 
man importations, starting at practically nothing, have grown to 
more than twice the amount coming from all the rest of the world 
put together, and are, in foreign value, about half the value of the 
goods produced in this country, and when those goods come to this 
country they offset, with the duty and so on, the value of the goods 
produced in this country, so that the actual sale of German goods 
m this country was almost as much as the total sales at that time 
of our America n pr oducts. 

Mr. Copley. What is the average wage paid in Germany, in gold, 
at the present time, or in marks, for that type of work in the pottery 
industrv ? 

Mr. Burgess. I am not thoroughly posted, but, to the best of my 
information, th ey w ere getting as high as 16 marks a day. 

Mr. CoPLET. When ? 

Mr. Burgess. Several months ago. 

Mr. Copley. That could not be, because the mark is only worth a 
a little less than 1.4 cents. 

Mr. Burgess. But the mark has a good deal more purchasing 
power in Germanv than the cent and half or 2 cents would mdicate in 
this country, at the exchange rate. 

Mr. Copley. I am figtu-ing on the basis of gold, our exchange on the 
basis of gold. 

Mr. Burgess. The average pay of a potter used to be from 90 cents 
to a dollar a day. 

Mr. Copley. Used to be ? What do you mean by that ? 

Mr. Burgess. That was before the war, and at the present time I 
imderstand that it is less than that value. 

Mi. Copley. What are the people whom you represent paying the 
workingmen who manufacture m this country the articles you 
represent ? 

Mr. Burgess. The average potter's wage to-day is about $8, $1 an 
hour for eight hours; but they work about nine hours. They run 
from $8 to $10 a day, accordiug to the branch of the work tliey are 
engaged in. 

The Chairman. You were recently in the Orient, were you not, Mr. 
Burgess ? 

Wi'. Burgess. Yes. 

The Chairman. What wages did you find prevailing in the pottery 
industry and the textile industry over there ? 

Mr. Burgess. In the pottery mdustry the highest wage to the most 
skilled man was 1 yen and 70j^ or 65 cents a day, for 12 hours' work. 
The textile workers ran from 17 sen to 34 sen a day, or from 8^ cents 
to 17 cents a day. 

The Chairman. For how manv hours ? 

Mr. Burgess. That was for 12 hours' work. 

Mr. Copley. Based on the 8-hour day, what do you pay for over- 
time ? Do you pay time and a half or straight time s 

Mr. Burgess. IJo; straight time. 

Mr. Copley. In other words, the difference between the potter's 
wage here and the potter's wage in Germany is the difference between 
$1 a day and $10 a day for the same length of time ? 
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Mr. Burgess. Yes. 

Mr. Copley. And the difference between the wage of the potter 
here and the potter in the Orient is the difference between 65 cents for 
12 hours' work and $12 for 12 hours' work ? 

Mr. Burgess. Yes. 

Mr. Copley. You are paid on the basis of 8 hours' time, so in order 
to get 12 hours' time, jo\x must pay $12 ? 

Mr. Rainey. What is the production per man ? That is the way to 
get at it. 

Mr. Copley. That is only a part of it. 

Mr. Eainey. It is the only way. 

Mr. Copley. It is not the production per man; it is the production 
per dollar, if you want to be exact in the matter. 

Mr. Rainey. You are talking about how much they get a day. 
The question is how much they produce in a day. 

Mr. Copley. I was going to ask that question. Both of those are 
factors. The wage and the production are equally important. 

Mr. Oldfield. What is the production on the Orient side ? 

Mr. Burgess. That depends on the particular branch. In some 
branches they are fully up to what we are producing here, and in 
other branches not more than from 50 to 60 per cent of what we are 
producing here. 

Mr. Rainey. In what branches is their production per man per 
day equivalent to ours ? 

Mv, BuBGEss. In the casting process they can produce as much 
as we can; in the placing of the kilns they do better than we do; in 
the making of plates they do less than we do; in the making of cups 
they do better than we do, and so it would go all down the line. 

Mr. Watson. Does it cost us as much to make a dozen cups and 
saucers as it does in the Orient,, taking the same quality of goods ? 

Mr. BuKGEss. That is a difficult thing to answer in a general way. 

Mr. Copley. You must have some unit. 

Mr. Burgess. Yes; a cup, saucer, and plate is a unit, but the 

JuaUty of the ware is another thing, the kind of ware that is made, 
iut there is a ware that can be compared. 

Mr. Watson. I am referring to ware that is competing. 

Mr. Burgess. The ware that is now competing, principally along 
hotel lines, is a cup and saucer that in this coimtry is selling for about 
$3 a dozen; I am not sure of the exact price. 

Mr. Watson. How much does it cost to make those goods? 

Mr. Burgess. A dozen cups and saucers ? 

Mr. Watson. Yes; the ordinary ware for a hotel. 

Mr. Burgess. That is for hotel purposes. The same goods I saw 
sold in Japan for 90 sen, or 45 cents a dozen. That was the factory 
price. 

Mr. Copley. 45 cents ? 

Mr. Burgess. Yes; 90 sen. 

Mr. Copley. As against how much in this country ? 

Mr. Burgess. $3. 

Mr. Watson. 45 cents as against $3 for the same goods ? 

Mr. Burgess. Yes. 

Mr. Oldfield. You speak about the range of efficiency in this 
work. How about the German efficiency ? 
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Mr. BuEOESS. I do not know how it is now, but it used to exceed 
the American efficiency. They were very skilled in Germany before 
the war. I do not know what the conditions are to-day. 

Mr. Oldfield. Man for man, they can produce more ? 

Mr. Burgess. Yes; and their methods of production were advan- 
tageous on account of the labor-organization rules. 

Mr. Oldfield. Do you think, man for man, they can produce 
more in the pottery industry ? 

Mr. Burgess. Yes. 

Mr. Treadway. You said that here they paid about $1 an hour, 
$8 a day ? 

Mr. Burgess. Yes. 

Mr. Treadway. Are those skilled workman ? Do they have to be 
trained particularly ? 

Mr. Burgess. Yes. 

Mr. Treadway. They are not the ordinary working men ? 

Mr. Burgess. No; the ordinary laboring man gets $4.50 or $5 a 
day. 

Mr. Copley. Would you mind telling me about the relative effi- 
ciency of the pottery workers in the Orient in making the cups and 
saucers I have just referred to, and the pottery workers of Germany ? 
Man for man, can you tell me the relative efficiency of the two ? In 
Germany, for instance, they get about 50 per cent more pay. 

Mr. Burgess. I do not Imow the present efficiency there, but 
before the war, in the making of saucers Germany was far ahead of 
the Japanese, from what I saw. In the making of cups Japan was 
ahead of Germany. 

(Whereupon the committee adjourned.) 
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CoBfMrrTBB ON Ways and Means, 

House op Representatives, 

Tuesday, December 14, 1920. 

The committee met at 10 o^clock a. m., Hon. Joseph W. Fordney 
(chainnan) presiding. 

Mr. Green. Mr. Chairman, the Treasury experts are here on this 
matter of exchange. It won't take very long, I think, and I would, 
for one, like to hear them on the question of how the rate of exchange 
affects our exports and duties. 

The Chairman. AU right; we wiU be glad to hear those gentlemen, 
if they will come forward. 

Mr. Frear. I just wanted to ask a question. Is Mr. Adams to 
come here this morning ? 

The Chairman. I imderstood he was to be here this morning. 
He is not here yet, however, and when he does come we wiU hear him. 

So, gentlemen, if you, representing the Treasury Department, will 
come forward-^ — 

Mr. Green (interposing). The Assistant Secretary probably can 
designate whom he would like to have called. Do you wish to speak 
a few words ? 

STATEMENT OF HON. NICHOLAS KELIET, ASSISTANT SECBE- 

TAEY OF THE TEEASTTEY. 

Mr. Kelley. I don't understand that it is my function in any 
way to argue the general merits of protection and I don't propose to 
do that. M.J understanding of the proposal here is that it is contem- 
plated makmg some rule by whicn tne customs duties are to be 
assessed as if the foreign money in which goods are bought were 
worth the amoimt of the same coins in gold, as though the paper 
monev were worth the same amount as the corresponding gold corns. 
In other words, if a man goes to our former associate, France, and 
buys some goods for 6-cent francs, he is to be assessed on those goods 
as though those francs had cost him 19.3 cents apiece; that if he 
goes to our former associate. Great Britain, and buys with sterling 
that cost him $3.50, he is to be assessed as though the sterling had 
cost him $4.86; that if he goes to our former associate, Japan, and 
buys goods there in yen, which are now at a premium of 2 per cent, 
he is assessed the ordinary rate. The premium not being as much 
as 10 per cent, he would be assessed at the par rate. 

I think you wiU see from these examples that the effect of this 
method of raising duties — ^I am not now speaking at all as i6 the 
pros or cons of raising duties at aU, or of prohibiting imports, but 
merely as to the effect of this means of doing it — \a entirely arbitrary 
and capricious; that it depends wholly on the accident of the then 
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state of exchange whether you would confer tariflP favors upon some 
nations and discriminate against other. At the present time such 
a system would favor Japan and raise the stiff est barrier of all against 
France, Italy, and Belgium, whose exchanges, of the commercial 
countries that were either neutral or associates, are the lowest. 

This makes what is in effect a discrimination against the country 
whose money is depreciated the most, irrespective of what that 
coimtry is. You can't tell what may happen; the countries may 
change about as to the rates of exchange. The rates differ from 
time to time and, therefore, your treatment of them as to tariff 
would also vary. 

The next thmg that I may point out as an effect of this proposal 
is that the depreciation of excnange is so great that the increase of 
the tariff in this maimer would be so large that it would wipe out 
the distinctions among schedules that have heretofore been made. 

I think I can perhaps make this clear if I recall to yom* mind from 
the report of the Secretary of the Treasiu'y a table published on 
page 74 showing the amount of depreciation m the several exchanges. 
These figures show the variations as of the 1st of each month from 
November 1, 1919, to November 1, 1920. You will observe that 
British exchange, sterling, was at a discount of about 14^ per cent 
at the beginning of that 12 months' period and 29 § per cent at the 
end of it; that France was at a discount of about 41 ^ per cent at 
the beginning and 67^ per cent at the end; that Belgium was at a 
discount of 37 per cent at the beginning and 65 at the end. 

The fall in the money has been so great that assessing duties on a 
basis as if the currency were gold makes such a verv large increase 
that in some cases it would have the effect, as I think Mr. Ashworth 
and Mr. Nevius, whom I shall introduce in a few moments, will show, 
of making the customs duties two or three hundred per cent. 

In a situation like that any previously scientifically arranged dif- 
ferences of schedules would be wholly wiped out, because the increase 
would be so great that such distinctions as were previously made 
among rates of duty would no longer have substantial effect. 

The Chairman. Is this true, my friend, that goods are purchased 
abroad on the par value of the loreign money and the duty paid 
here on the exchange value ? That is the point that has been brought 
up before this committee, if I understand it correctly. 

Mr. Kelley. No. The goods are paid for in England, for instance, 
in pounds sterling. The man here who buys them gets his pound 
sterling as best he may. If he is sensible, ne will not on this par- 
ticular day pay over $3.50 for it. 

The Chairman (interposing). But suppose it is an article that pays 
an ad valorem duty. Now, what does it pay the duty on — the par 
value of the money over there or the exchange value of the money ? 

Mr. Kelley. The exchange value. 

The Chairman. Now, then, it is stated here that they are pur- 
chased on the par value and duty paid on the exchange value. 

Mr. Kelley. No; I think that is incorrect. Mr. Ashworth will go 
into that. 

The Chairman. Well, that is my information. I don't know 
whether I understood the matter correctly. 

Mr. Green. I didn't understand that. What I understood the 
last witness that appeared before us to say was that in the case of 



EXCHANGE FLUCTUATIONS AND TARIFF DUTIES. HI 

Germany there were two values, one the home market value and 
another an arbitrary export price that was fixed by the German 
Government, and which they required to be paid in dollars, and that 
under the regulations of the Treasury Department, which fixes the 
dutiable value and the fair market value — ^I am not speaking quite 
exactly now — in the original home market — the duty could only be 
assessed on that home market price; whereas the purchaser, the 
American purchaser, had to pay this arbitrary price fixed by the 
German Government. 

Mr. Kelley. In that particular case, I am not able to say. I have 
no doubt Mr. Ashworth will be able to tell you that in a few moments. 

There are certain things about the German situation that I may say, 
however. I think you will find, if you go over the figures, that the 
exports from Germany to this country have not been very substantial, 
compared with the total foreign trade figures. I have only the months 
of the current calendar year here, but the exports from Germany in 
January were four million and odd dollars; in February $3,800,000; 
in March, $7,000,000; in April, $6,000,000; in May, $4,800,000—1 am 
just using round figures here — in June, $8,500,000. 

Mr. Hawley. What are those figures? The values at the depre- 
ciated cui-rencyin Europe. 

Mr. Kelley. Yes. Tnat is the dollar value. ' These are the values 
used by the Department of Commerce. That is the dollar equivalent 
of the value in Europe. In other words, if you brought these things 
with marks that cost a cent and a half, this is the cent-and-a-half 
equivalent of the number of marks that were spent. For July, the 
imports from Germany were $10,400,000; August, $12,500,000; Sep- 
tember, $9,700,000; October, $8,000,000. 

In this connection, you may recall that a little over a year ago there 
was a great collapse of marks. They went down to about a cent and 
a half, and there was a considerable export from Germany, although 
not a very great export to this country. There was a considerable 
export from Germany to Europe. People went in and bought 
thmgs very cheap. The Germans called it the draining of Germany, 
and considered it a very dreadful thing. 

Subsequently, prices were readjusted to a very considerable extent 
to meet the world prices, as is the case also in all these countries. I 
will speak of that further in a few moments. Then, there was a 
recovery of the mark to something above 2 cents. 

From the point of view of the United States, in whose money the 
value of a gold mark is about 24 cents, to you and me, standing 
here, when we are not in business, the difference between 1^ and 2 
cents as compared with a 24-cent mark seejns on the whole meaning- 
lessN Nevertheless, that recovery of the mark in Germany meant 
an increase of something like 25 or 30 or 40 per cent in the cost of 
things there. The prices in marks having been readjusted to a con- 
siderable extent, to the world price of goods — that is, they are charg- 
ing enough more marks for each article to make up for the fall in the 
value of each mark — their exports such as they were — and they were 
not very great at best — ^were greatly impaired. Our memoranda 
from abroad, and such German publicity as we have seen, all showed 
the Germans wringing their hands over the recovery of something 
like half or three-quarters of a cent or 1 cent in the mark, because so 
small a recovery as that cut off their exports. 
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If you add to the price of each mark's worth of goods in GeDnany 
that we buy at; say^ 2 cents, -foi additional 22 cents, it needs nothing 
more than the mere statement of it to indicate what will happen to 
the trade with Germany, because — ^and this what I wish to call to 
your attention — there has been a readjustment in a great many of 
these coimtries of their prices to what is called the world price. 
That is, the money of any one of these coimtries may, in terms of 
United States dollars and cents, be at a very low value, but it costs 
more of that kind of money to buy the same thing. So that the 
the depreciation may be entirely onset. 

Such people as I have talked to in regard to the position in Ger- 
many tell me, and a great many of our memoranda and such other 
information as comes to us indicate, that one of the things that has 
happened in Germany is that the German price for exports, if any- 
thmg, is somewhat above the world price; that buyers go there to. see 
what they can get, and find that there is no particular advantage in 
buying there, because things, especially imder this fixing of the export 
price, cost about as much in Germany as they do anywhere else. 

I have not, since I learned that I was to be heard this morning, 
had time to look up all the available information as to prices. But 
there is a substantial amount of information which indicates that 
the rise of prices of a great many articles in Europe has been greater 
than it has been here. This means that the depreciation in exchange 
has been to a considerable extent compensatea by the rise in prices 
of the things in the depreciated currency. If you then add the very 
great additional amounts which would result from the proposed plan 
the effect would be substantially to prohibit imports. I understand 
that is the real intent of the proposal; that it is not a revenue meas- 
ure, but a protective measure. 

Mr. Green (interposing). I might sav in that connection that I 
believe the suggestion was that the rates be increased over 30 per cent. 

The Chairman. Yes. 

Mr. Kelley. As I saw the suggestion, however, I understood it 
to be 30 per cent of the price taken in gold, so that it might be two 
or three times the actual price. 

The Chairman (interposing) . Let me explain, my friend, what 
they said. The gentleman pointed out that the English pound 
sterling, the gold value of which was $4.87 — $4.86 and a fraction — 
had depreciated to $3.49, and that a 30 per cent ad valorem duty on 
the basis of par value of that sterling would be $1.46 in round num- 
bers, but 30 per cent of its present value is one dollar and four and 
seventy hundredth cents, or, in round numbers, about two-thirds 
of the duty the tariff law contemplated on the former par value of 
sterling. 

When it came to the franc valued in 1903 at 19 cents, 30 per cent 
of that value would be 5.89, whereas 30 per cent of its present value 
of 5.70 amounts to but 1.61 cents. As to the mark, its former value 
was 23.80, 30 per cent of which amounted to 7.140. It has depre- 
ciated to, in round numbers, one-twentieth of its former value. 
Germany is paying but one-twentieth of the duty contemplated in 
the Underwood tariff law. By this regulation 

Mr. Kelley (interposing). All your figures are doubtless correct, 
but I think that the conclusion does not necessarily follow. The 
nmnber of marks that you have to pay for the article isn't the same 
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number of marks that you would have to pay if marks were still 
at their gold value. The number of marks as to which you figure 
your proportions are largelj;^ increased, so that the total taken in 
woidd be very substantially increased. 

The Chairman. Well, I asked the (question : Do those goods pay 
the duty on the gold value of the article paid over there when they 
reach here ? 

Mr. Kjillet. Well, as to the particular case of Germanv, I am 
unable to say, Mr. Chairman. I will have to let you hear from Mr, 
Ashworth. 

The Chairman. He said no, they were paid on the depreciated 
value, but sold on the par value, and should pay on the par value. 

Mr. KIelley. I do not understand that the goods are sold on the 
par value. For instance, I bought a very fine — ^it was 15 jrears 
ago — a very fine handbag over tnere, that I have had ever since, 
much too large and heavy for me to carry. It cost me 2 poimds, 
around $10, a little less than $10. I don't imderstand that I could 
buy that bag for 2 pounds now. I think it would probably cost 
four — something of that sort. So that if I bought that bag now 
the cost to me of each poimd would be less and altnough I paid duty 
on the dollar value of depreciated poimds, I would pay on more 
pounds and my duty might be larger, as I think it would be if the 
rates were the same. 

This is the second largest year there has ever been in the history 
of the tariff, as I understand, for customs collections. 

The Chairman (interposing) . What I want to know — and I am 
sure that is what other members of the committee want to know — 
is whether or not these goods now coming from Europe pay a duty 
upon the gold value for which they are purchased. 

Mr. KjiLLEY. Yes; I think they do. 

The Chairman. Well, their contention is that they don't. 

Mr. Kelley. I don't know whether you and I are talking about 
the same thing as to that. The gold value nowadays is a pretty 
difficult thing S) find out. As a matter of words, the (jovemment of 
Great Britain would not officially admit that the value of the pound 
sterling is depreciated. If you take a paper poimd to the Bank of 
England, or to your bank, and you take a gold sovereign to your 
bank, and you take 20 shillings in silver to jo\xr bank, you get on the 
books of that bank credit for 1 poimd, and, if you come to draw your 
money out, you will get only paper. 

I think also the French Government would not admit that the 
franc is worth less than the franc always was worth, and that they 
would say these billions of paper francs are the same francs that a 
French franc always was. 

Mr. Treadway. But, our merchants goinff over there to buy, as 
I imderstand it, would secure the poimd stening in New York ? 

Mr. Kelley. I was coming to that. 

Mr. Treadway. The question that I think we are interested in is 
what that pound sterling will cost in New York, rather than the 
relative value of what the Bank of England considers it worth after 
it gets over there. 

Sir. Kelley. I was coming to that. The chairman asked whether 
duties were assessed on the gold values of the goods bought, and I 
was going to point out that the question of the gold value in this 
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world at the present time is one that is not so easy to determine, 
because, as I say, in France or in Great Britain they don't admit that 
their cm'rency is depreciated. Therefore, in the world^s dealing, 
when you talk about the gold value, when you want to find out me 
real gold value of anything, you compare it to dollars, and in the 
world as it is to-day the gold value of a thing bv and large, and 
substantially, means value in United States dollars. Therefore, 
when you figure these things in the dollar equivalent of the currency 
in which they were purchased, they pay duty on the gold value of 
them. But that value is a different value from the gold in the gold 
coins of the name of the currency in which the thing was bought, 
because it was not bought in those gold coins. It was bought in 
paper money. 

Mr. Treadway. It is theoretical rather than practical. Aren't 
you giving us a theoretical illustration rather than a practical illus- 
tration of a merchant going to England to buy goods ? 

Mr. Kelley. No; I shall give you. exactly a practical illustration 
of it. 

If you want to pay the bill that the British Government has against 
our War Department for £2,000,000. 

Mr. Treadway (interposing) . Let's talk in merchandise. 

Mr. Kelley. This is merchandise — pure merchandising. The 
British Government has a claim against our War Department for 
goods. We have to pay for them. We have to pay £2,000,000 for 
them. The thing we shall do will be to buy those £2,000,000 at 
about $3.50 per pound. It will cost us, you see, about $7,000,000. 
The gold value of the stuff that we got from the British Government 
for that $7,000,000 is $7,000,000 ffold value. The goods are worth 
£2,000,000 — I am speaking roughly; not the odd cents. It would 
be absurd to sav that the gold value of that stuff was £2,000,000 gold, 
which would oe about $10,000,000. It isn't. You can get the 
pounds for which it is to be bought, for about $7,000,000 gold and the 
gold value of those goods is the dollar value. 

The Chairman. Now suppose you purchased goods; suppqje you 
go over there and purchase goods with our gold at $1,000. What 
duty — on what basis do those goods pay duty ? 

Mr. Kelley. My understanding is on $1,000 

The Chairman (interposing). Suppose that I take $1,000 in gold 
and go to Germany ana I buy marks with it 

Mr. Kelley (interposing) . You get something like 60 to 70 marks 
for each dollar. 

The Chairman. Oh, yes; it is 1.32 as compared with the par value 
of 23.80. 

On what basis do those goods pay duty when they come here, on 
depreciated currency or on the $1,000? Our information is that 
they pay it on the aepreciated value of that money. 

Mr, Kelley. If you take a thousand dollars and buy a thousand 
dollars' worth of depreciated money, and buy goods with that, you 
have still bought only a thousand dollars' worth of goods. You have 
never got away from your thousand dollars. 

The Chairman. If you buy it at 1.32, of course that is it. But 
you buy them on the par value of that depreciated currency over 
there. That is the information here. And then when they come 
here they pay the duty on the depreciated value. 
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Mr. Kelley. I don't understand that you buy goods by par value 
or any other value. I understand that you buy them for so many 
pieces of currency. 

The Chairman. Now do you know ? These gentlemen saj right 
the reverse. What we want to know is to know exactly what is being 
done. Do you know what the real transaction is ? 

Mr. Kelley. I am not entirely sure of the situation in Germany, 
although I feel fairly clear about it. But as to Great Britain there is 
no doubt in the world that if you take $1,000 and buy sterling with 
it and buy with that sterling goods and bring the goods over here, 
you get a consular certificate which shows the value of sterling at 
the time you shipped the goods, which will work back so that you 
will pay on the goods when they come over here substantially the 
duty on $1,000. 

The Chairman. In other words, your contention is that the duty 
is collected on the gold dollar value paid over there when it comes 
here ? , 

Mr. Kelley. That is it, Mr. Chairman. There is no doubt whatever 
about that. 

The Chairman. Our information is that that is not the custom at 
the present time, due to a decision of the Customs Board of Ap- 
praisers over at New York. 

Mr. Kelley. No; I think there must be some misunderstanding. 

The Chairman. Now, they stated that the Secretary of the 
Treasury had said that that decision was final and must stand. 

Mr. Garner. Let me see if I can get a practical idea, Mr. Kelley, 
as to this: If a man, in 1913, immediately after ^he Underwood bill 
was passed, had $1,000 and he desired to buy merchandise in Ger- 
many, he paid duty on that $1,000 when he came into this country 
under that Underwood Act ? 

Mr. Kelley. Yes, sir. 

Mr. Garner. If he had $1,000 now and desires to buy some goods 
in Germany, he takes it and he pays them the same $1,000 that he 
pays \#ien he brings them to, this country? 

Mr. Kelley. That is my understanding. 

Mr. Garner. And, by the way, he gets very little, if any, more 
goods now than he got m 1913. 

Mr. Kelley. That is also my understanding. 

Mr. Garner. So, to summarize, no matter whichever way you 
may figure the mark or anything else, the same amount of money 
n6w buys no more goods in Germany than it did in 1913, and you 
pay the same rate of duty that you did in 1913. 

Mr. Kelley. I don't know about the exact readjustment of prices, 
but in general 

Mr. Garner (interposing). I am talking about the comparative 
sense. 

Mr. Kelley. Speaking generally, that is correct. 

The Chairman. Let me ask for information: Is that not the oppo- 
site to what this gentleman said the other day ? 

Mr. Green. I didn't understand it that way. 

The Chairman. What did you understand the gentleman to say ? 
What was the difl^erence? I would like to have some man tell me 
what those gentlemen did say. I don't remember their names, but 
I think it was those gentlemen that represented the cotton industry. 
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Mr. Garner. Mr. Kelley, may I ask you one other question? I 
want to understand this matter, and we are all at sea so far as I am 
concerned. The testimony heretofore is all absolutely false, so far 
as I am concerned. 

Mr. Kelley. I didn't have the benefit of hearing that testimony. 

Mr. Garner. Mr. KeUey, I understand that tremendous effort is 
being made to remedy the exchange values of the various countries, 
especially Germany. I noticed in yesterday's newspapers a story to 
the effect that the bankers of the country are preparing to organize 
a $100,000,000 corporation whose principal, if not sole, purpose 
would be to restore the — so far as possible — the former conditions 
in trade between this country and Germany. 

If we pass this measure, as has been suggested, it would tend to 
cut down our trade, if not to eliminate entirely, imports into this 
country from Germany. Could we possibly adjust the exchange or 
encourage the trade relations existing now between Germany and 
this country, if you stop all imports from Germany ? 

Mr. Kelley. I woula like to go on and take up two points that 
have been raised by Mr. Garner. 

The Chairman. I would, but let us try to get this straight, my 
friend. I am trying to get information that will set me right in the 
matter. Here is what Mr. Burgess said. Mr. Burgess appeared 
before the committee last Friday. Here is what he said: 

So that, in buying a thousand dollars* worth of goods at the former price in Germany 
I have to pay $2,500 in dollars. The Gennan manufacturers claim that that is their 
price for home consumption and that it is practically the prewar price. Being 1,200 
per cent above the former price, but the value of the mark being, for the sake of 
argument, 2 cents, brings the mark up to 24 cents. On entering the goods they claim 
that the market value of those goods at home — ^that the mark is 24 cents or 25 cents, 
so that when entering the goods that have cost $125 to the American purchaser they 
reduce that to the market value of 60 cents. So that they are paying to-day at the 
present time on $1,000 instead of at the cost price, $2,500, or four times. There seems 
to have been an arbitrary fixing of those prices. The explanation of why the German 
manufacturers fixed a higher price for the American buyer is the fact that the Gov- 
ernment turns around and charges him 90 per ceilt excess profits tax on the 10 per 
cent excess profits that he makes. That is going into the Government pociket, and 
the manufacturer gets 10 per cent that is left. 

Now, that is right the reverse to your statement, if I understand it. 

Mr. Kelley. Well, I quite agree with yoU; Mr. Chairman, in not 
understanding those figures. 1 don't imderstand by what method 
of computation that witness arrived at the conclusion that a mark, 
after admitting for the purpose of argument that it was worth about 
two cents, turns aroimd and computes it at 24 cents. 

Mr. Garner. They desire to shut out aU German goods. 

Mr. Kelley. But, I mean his discussion there in which he says 
that the mark here is reaUy a 24-cent mark — I think the Chairman 
read that it was figured at 60 cents — but aU that sounds to me incom- 
prehensible. I don't follow the argument. I think there must be 
some mistake in the report or in the gentleman's figures. 

Mr. Green. Twenty-five hundred would be 150 per cent more. 
As I understood it, what the witness meant was that the German 
Government for its purposes fixed an arbitrary price on goods that 
were sold for export, and that was 1 50 per cent more than the ordinarj 
price in the German market. The American purchaser paid this 
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arbitrary price, but when he came to pay the duty, as I understood 
it, it was based, following the construction of the law, on the ordinary 
price in Germany. 

Mr. Tbeadway. Mr. Chairman, may I read Mr. Brown's testimony ? 

The Chairman. Yes; we will be glad to hear it. 

Mr. Treadway. This is a statement of Mr. Brown — the beginning 
of his testimony the other day. You will remember, Mr. Brown stated 
that he was president of Slater & Sons, also owner of the Wuskenut 
Mills in Webster, Mass. : 

I think that anybody — I have been able to study this thing a little bit, from not 
only the manufacturing standpoint but from the importing standpoint, not only of Taw 
material, but manufactured articles. We made contracts to import cotton goods from 
England last October. At the time we made the contract exchange was $4.20. The 
duty we figured on at that time was on the pound sterling at par, because there had 
been no ouier decision made at that time. The pound sterling at $4.20 plus 25 per 
cent duty on par made the goods cheaper than we could buy them in this countary. 

Therefore, we bought them abroad. Inside of two months the duty was changed 
from 25 per cent on the par value of exchange to 25 per cent on the current exchange. 
As I understand it, that is the very point you are discussing. That saved us about 
5 per cent on the cost of the goods— I tnink about that. Then, exchange broke and we 
began to buy exchange to i)ay our bills when they became due and put the balance in 
London. So, when we paid for those goods, instead of paying for them at $4.20, on 
which was based the transaction, we paid an average of a little less than $3.50. So 
the saving there, plus the saving on the duty — ^that is another point you are discussing, 
the saving on the duty — ^made the goods cost us something like 22 per cent less tlum 
we were willing to pay for them, and at the old price they were cheaper than American 
manufactures. 

Now, that is a direct illustration of an individual transaction. 

Mr. Kjilley. That raises a different question. Would you be 
kind enough to repeat the months in which that happened ? 

Mr. Treadway. Evidently Mr. Brown referred to the first trans- 
action taking place in October, 1919. 

Mr. Kelley. Yes: the great break in exchange was in January 
and Februarv. 

Mr. Treadway. Then he said: The beginning of this transaction 
was last October. Inside of two months the pnce broke. 

Mr. Kelley. Yes. The basis of that illustration is the fact of 
the break in exchange. Suppose a man instead of contracting in 
October to pay a given numoer of pounds in February had con- 
tracted in February to pay a given number of poimdb in April. 
Suppose in February, when exchange reached the low point of $3.19, 
he had agreed to pay a thousand pounds in London in April. On 
the figures of February it would have cost him $3,190. When he 
came to buy in his pounds in April, it would have cost biVn about 
$4,000. 

Mr. Garner (interposing). He would have had to pay duty on 
that? 

Mr. Kelley. He would have had to pay duty on that $4,000. I 
think you have to exclude the gains ana losses one way or the other 
that come from speculations or hazards in the fluctuations of ex- 
change. 

Mr. LoNGWORTH. When you speak of the great break in exchange, 
do you mean in the pound ? 

Mr. Kelley. They all went down. 
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' Mr. LoNGWOHTH. There was no very great break in the French 
exchange, was there? 

Mr. Kelley. Yes. 

Mr. LoNGWORTH. I thought the break was before that in France. 

Mr. Kelley. No. In May, 1919, francs were about 7 to the dol- 
lar. In February, 1920, they were at 17 to the dollar. 

Mr. LoNGWORTH. What were they in October, just before the 
English pound broke? Weren't they pretty well down? 

Mr. Kelley. In October, 1919, they were between 8 and 9 to the 
dollar. 

Mr. Hawley (interposing. Mr. Secretary, is this a correct state- 
ment of the situation of importations from Germany? It was 
testified here by one witness to this effect: An American buyer 
goes to Germany with $1,000 in gold, we will say. He purchases 
$1,000 worth of goods there for use in Germany, and he pays $1,000 
for them, but if he wishes to bring them to this country he must add 
to that price $1,500 more, 90 per cent going to the German treasury 
and 15 per cent to the German himself. Now, when these goods are 
brought into America he pays duty not on the $2,500 worth that 
he paid for the goods for export purposes, to import to the United 
wStates, but on the $1,000, the domestic price in Germany. 

Mr. Kelley. That is a technical matter with which I am not 
familiar. 

Mr. Hawley. That one crockery witness testified to that effect. 

Mr. Kelley. I am not certain about the particular German sit- 
uation. Mr. Ashworth will speak about that. My understanding, 
however, is that in general the duty over here is charged on the 
export value of that stuff, based on the price of it at the time of ex- 
port and the value of the foreign currency at that time. 

Mr. Hawley. Then, he ought to have paid on $2,500? 

Mr. Kelley. That would be my understanding, subject to the 
technicalties of the particular case of Germany. 

Mr. Hawley. He said he paid on $1,000. 

Mr. Kelley. Details of that I am not prepared to speak about. I 
think that that particular phase is not a matter of first importance 
in view of the small total of imports from Germany, as compared 
with the total foreign trade that we are now engaged in. 

Mr. Hawley. The committee is interested in getting accurate 
information. 

Mr. Kelley. Yes. My understanding on the German matters, 
however, is that consular certificate in that case would be based on 
the value of the mark for export purposes. The German regulations 
increasing the price if the goods are to be exported has substantially 
the same effect as a rise in the tariff over here. 

Mr. Tread WAY. DonH you think we ought to worry about such 
testimony a^ I read to you about Mr. Brown ? You say, we ought 
not to worry about the German situation because you regard the 
importation from Germany somewhat negative, not very great, but 
that testimony where a man is getting goods 22 per cent cheaper 
than he contracted for, owing to the change of exchange, seems to 
me to be a situation well worthy of attention. 

Mr. Kelley. It would be if tne exchange had been going only one 
way, but 

Mr. Treadway (interposing) . Has it been going any other way ? 
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Mr. Kelley. Well, as I said a few moments ago, European ex- 
changes rose^or a time, beginning in February, 1919. Sterling at 
that time, on the figures we get, the noon figures for cable transfers, 
fell to $3.24. 

The price for checks at difl'erent times on one of those days went 
down somewhat lower. 

Mr. Treadway. What prospect is there of getting back to $4.87 ? 

Mr. Kelley. Last April it touched $4. Now it is about $3.50. 
I do not presume to say what the hope is of its getting back to $4.86. 
I will say, however, that in all the arrangements that the Treasury 
has contemplated in connection with the provisions for exchanging 
obligations m all* cases where the duty rests with the Treasury for 
preparing for the future, we have thought it would be entirely unsafe 
to omit the possibility of a fairly rapid rise toward the par of exchange. 

The Chairman. It would be a very serious matter with us for tne 
reason that the exchange on German money is far greater than that 
of any other of those principal countries, especially England and 
France. If full trade relations were restored between this country 
and Germany, of course, the imports that vou give there are under 
adverse conditions for Germany, what will happen when the bars 
are down and Germany is able to come into our market without any 
restrictions whatever ? That is the time for us to look out. 

Mr. Kelley. Mr. Chairman, as I say, I am not here to argue the 
merits of protection or free trade. That is a responsibility that is 
on the committee and on Congress. I want to point out three effects 
of present conditions that ought to be taken into consideration, and 
that is the most that it is proper for me to do. 

In the first place, as to the reopening of trade with Germany and 
with other parts of Europe, it must always be recalled that there 
must in the end be an adjustment in everv country of its prices to 
its cost of production and world prices. They mav at a given time 
be low because there has been a very sudden drop oi exchange. After 
a little while, or in the process of time, those prices are bound to be 
readjusted to world prices. 

In other words, if through the fall of exchange marks go in half, 
the time is bound to come when prices in Germany, based on cost of 
production of goods, are bound to be readjusted to marks of that 
value, and the number of marks that goods are going to cost is going 
to increase correspondingly. 

The exact time required for that readjustment no man can say, 
in existing circumstances, but I called to your attention a few moments 
ago the rapidity with which a recovery of about half to three-quarters 
oi a cent per mark suddenly cut off, about a year ago, German exports. 

The next point I wish to call to your attention is this: At- the 
present time the exports of this country are the like of which no 
country has ever seen since history has been written. Not only 
that, but the best figures that we have been able to get — and it has 
been a matter of importance to the Treasury to get what informa- 
tion it could on this subject — seemed to indicate that from the 1st 
of January, 1919, to the middle of September, 1920, a period of about 
a year and three quarters, the thing tiiat we call the untimded balance 
of^ exports to Europe— not to the world but to Europe — is somewhere 
from three to three and a half to four billion dollars. 
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What I mean by the unfunded balance of exports to Europe is 
the exports that we have sent to Europe that are not balanced by 
imports from Europe; that ore not balanced by the exports of gold 
from Europe; that are not balanced by the loons that European 
Governments and individuals have made in this country; that are 
not balanced by the resale in this coimtry of securities that used to 
be owned in Europe and that are converted into dollars for the purpose 
of paying for exports from this country; that are not balancea by 
the freights, insurance, and other things provided by Europe, and 
are not balanced by the remittances of emigrants from Europe or 
any of the other means of balancing trade by the exchanges of 
goods and services, transfers of gold and credit, and otherwise. 

Mr. LoNGWORTH. Or, for instance, advances of the Grain Corpora- 
tion. 

Mr. Kelley. After setting oflF against the exports every one of 
these things that I have just mentioned, every one of the things 
that we have been able to think of, we still find a balance of exports 
amounting, for less than two years, to a figure of between three and 
four thousand million dollars. 

The CHAiRiktA.N (interposing). Mr. Kelley, permit me to interrupt 
you right there. You spoke of our enormous exports. It is tru6 
also that we have had greater imports than ever before. Last 
year our imports exceeded $5,000,000,000. But, you know, and so 
do I, that if imports were based upon the same value that our exports 
are based upon, there would be but small margin between export 
and import values. For instance, our exports are all based upon 
our values in this coimtry, and imports are based upon foreign 
values, the lowest values in the world, and the margin is ^eat between 
the value of imports and the value of exports. But if our import 
were based upon our values, that margin between the two woula be 
very small. 

Mr. KliLLEY. That is not my understanding. 

The Chairman. Oh, there is no (question about it. 

Mr. KJELLEY. My understanding is that the value of the imports 
is based on the same measure as the exports. 

The Chairman. Oh, bless your soul, no. 

Mr. Kelley. On the best value in the world, the United States 
dollar. 

The Chairman. Pardon me. Every invoice coming to this 
country of imported goods is based upon the value in the country 
from which the goods are exported. 

Mr. Kelley. Yes, sir. But when these figures are issued by the 
Department of Commerce they are converted at the current rate of 
exchange. 

The Chairman. No. Let me give you an illustration, my friend. 
During the war, and just before we entered the war, I had occasion 
to look up the value of imported beans, and my surprise was very 

treat when I found that we were importing beans from Canada — 1 
on't know why this was done, but it is true— -duty on beans is 
specific duty, not ad valorem duty. Beans were being imported 
from Canada at 60 cents a bushel and exported at $3.05 a bushel. 
And horses were being imported from Canada at that time at 
$27 a head and we were exporting them at $225 a head. Horses 
paid ad valorem duty. Therefore, those horses paid $2.70 duty, 10 
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per cent ad valorem. Now, if those import values had been 
based upon our values over here, the margin between imports and 
exports would have been diflferent. 

Mr. Kelley. Were those from Canada, Mr. Chairman ? 

The Chairman. From Canada. 

Mr. Kelley. At what date, Mr. Chairman ? 

The Chairman. It was before we entered the war. I can not 
tell you the date. 

Mr. Kelley. I think at that time Canada's currency was sub- 
stantially at par with the United States. 

The Chairman. I think so. 

Mr. Kelley. The difference was not over 2 or 3 or 4 per cent any- 
way, which could not account for that difference in price. 
' The Chairman. But everybody thought it was based upon the 
value that we are arguing right here now, that those imports were 
upon the gold value and not the depreciated currency value. You 
can see the difference between the mai^in of value of imports and 
exports by such figures. ^ 

Mr. Garner. Let the witness go on. 

Mr. Rainey. Let me ask just one question. In view of the facts 
that you have just related, is not the condition you describe due to 
the fact that we have suddenly become the greatest creditor nation 
this world ever knew ? 

Mr. Kelley. Yes, for the time being at least. I should also point 
out that there is the debt due our Government of a little above nine 
and a half billion dollars for the loans to foreign governments. There 
is the further debt of something like three-quarters of a billion dol- 
lars for goods sold them, surplus property sold them by various 
branches of the Government; there is the further debt for the unpaid 
interest on the Government debt. There is in addition to that such 
private debts and municipal debts as were set off against the exports 
that we treat as having been paid. 

That other debt in the course of time will have to be paid. 

Mr. Rainey. And if this condition continues indefinitely, isn't it 
true that it will bring about a still further depreciation m foreign 
ntoneys ? 

Mr. Kelley. If there remain anything like the present exports, or 
any, even a small fraction of the present exports, and imports should 
be cut off, as it is the view of the Treastiry that they would be if the 
present proposal were adopted, the effect on the exchanges woidd be 
mcalculable. No man could say what they would do. 

Mr. Rainey. But it would not bring up the value of foreign money. 

Mr. Kelley. On the contrary 

Mr. Rainey (interposing). It would have the reverse effect. 

Mr. KJELLEY. It would have the reverse effect. Certain of the 
South American republics put embargoes on the export of gold or 
imposed restrictions hindering the export of gold. At once their 
exchanges tumbled 20 and 30 per cent. If we cut off imports so that 
no means remains of being paid for our exports, we can not, of course, 
continue to export. Our factories which depend upon exporting will 
have to close 

Mr. LoNGWORTH (interposing). What do you make the total, Mr. 
Secretary ? Your four billion, plus nine billion, plus these other figures 
that you cited ? 
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Mr. Kelley. The total I think is somewhere in the neighborhood 
of sixteen billion, something of that sort. Of course, some of these 
:fi^ures are estimates at best and they are very large and the margin 
of difference may be very great. But I do not believe that the 
difference affects the substantial position. I think, Mr. Chairman, 
I have pointed out all that I am able to. The fact that this pro- 
posal would probably cut off imports, the fact that that would, so 
far as human foresight can tell, practically annihilate the exchanges, 
and the resulting effect on the chance of our being paid for what 
we have already sold and lent. I think I have pointed out to the 
committee that we can not continue to export, if we can not be 
paid for it and if the exchanges are annihilated. 

I would like, if I may, to introduce Mr. Ashworth, chief of the 
Bureau of Customs. 

Mr. Carew. When you were interrupted, you, were about to ex- 
plain some mysterious imfunded balance. Have you any explana- 
tion of that ? 

Mr. Kelley. You mean how it occurs ? 
Y Mr. Carew. What is it, charity, or what? 

Mr. Kelley. No; it is a floating debt. It is an impaid, unfunded, 
floating debt. It may in part have been paid by the foreign im- 
porter. That would mean that our exporter finds himself in posses- 
sion of a balance of marks or a balance of lire, or a balance of other 
currency, the great fall of which has been such that he can not 
bring it home. 

Mr. Carew. Do you find any trace of it, or evidence of it? Do 
you know where it is located ? 

Mr. Kelley. You mean, who holds it? I have talked to the 
bankers a good deal about it. The actual export paper appears not 
to be very greatly in the banks. So far as we can judge, the situa- 
tion is that the exporters are carrying the stuff; that their working 
-capital is involved in it, and consequently they have to use their 
other assets in the banks. It is thus at least indirectly in the bank- 
ing system. There is a good deal to support this view. If you will 
'Observe the increase in the loans and discounts of the banks, the 
tightness of money that there has been, and so on, you can find a 
very fair partial explanation in the abstraction from our own economic 
system of three to four thousand miUion dollars^ worth of our wheat 
and goods of one kind and another, that have been taken from 
among ourselves and have not been paid for. 

It is easy to see how a situation like that would contribute to 
the strain. 

Mr. Treadway. Have we any security for it? Is it entirely an 
agreement among business men, granting credit to the foreigners, or 
have they some form of collateral security ? 

Mr. Kelley. They do not appear to have collateral that you can 
liquidate in this coimtry. The very point of it is that whether it is 
a iranc balance or a mark balance or an Austrian crown balance, or 
whether it is land and buildings in Berlin, that you have taken for 
<?otton that you could not get dollars for, it is something that you 
can not put into the American system of credit in order to get im- 
mediate relief. 

Mr. LoNGWORTH. Do you remember to what extent the War 
Finance Corporation advanced credits or assisted the bankers in 
exports? We gave the War Finance Corporation authority to 
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Mr. Kelley (interposing). I am sorry to say that I don't recollect, 
oflfhand. I have got an impression that the figure is substantially 
$50,000,000. 

Mr. Hull. I think it was something in that neighborhood. I 
remember I looked over that statement at that time. 

Mr. Kelley. I think it is some figiu'e in that neighborhood. 

Mr. LoNGWORTH. Do you know what the average period of credit 
now is on exports ? 

Mr. Kelley. I don't know. 

The Chairman. Thank you very much. 

STATEMENT OF MR. GEORGE W. ASHWORTH, CHIEF, DIVI- 
SION OF CUSTOMS, TREASURY DEPARTMENT. 

The Chairman. I don't want to limit you, Mr. Ashworth, but there 
are a nimiber of gentlemen here waiting to be heard, and I hope you 
will proceed as expeditiously as possible. 

Mr. Ahs WORTH. Of course I came down here mainly to answer any 
questions as to the administration of the customs laws that might be 
asked, on questions of depreciated currency and how we treat it, 
how our invoices are treated by the customs officials — to answer 
questions of practical administration rather than any policies. 

The Chairman. You have heard the questions that have been 
asked here and the testimony that has been given. My information — 
I don't know whether the other members of the committee under- 
stood it just as I did, but our invoices from Europe, Great Britam, 
France, and Grermany especially are paying a less rate of duty than 
that contemplated in the Underwood tariff law, because of the de- 
preciated exchanges, and through an order, or rather a decision, of 
the Customs Board of Appraisers — I believe that was the statement. 

Mr. AsHWORTH. I think I can explain that, Mr. Chairman. 

The Chairman. I will be glad if you will give us light on that. 

Mr. AsHWORTH. There are two values in Germany, one for home 
•consumption and one for export. The Government attempted to 
Assess duty on the export price, and the Board of General Appraisers 
held that under the law we could only assess duty on the home market 
value, because that was the value at which the merchandise was 
offered freely to anybody who wanted it, and on what is foreign 
market value the decisions of the Board of General Appraisres are 
final; there is no appeal, unless we might challenge the fact that they 
had not reached their conclusions under the proper legal provisions. 

The Chairman. Now, right there let me ask you, do % ou know the 
difference between the prices that an American, we will say, must 
pay for an article in Germany of like character sold in France or in 
Great Britain ? What is the difference between the price that the 
American has to pay ? 

Mr. AsHWORTH. No; I can not answer that, Mr. Chairman. 

The Chairman. That is the real point. He has to pay $2.50 for it 
in Germany; does he have to pay $2.50 in Great Britain or France 
for that same article, but the d\ity is settled on the value of $1 ? 

Mr. AsHWORTH. Yes; the duty is assessed on the home market 
value. 
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The Chairman. But you do not know whether that $2.50 that the 
American pays for the German goods is a comparative price that he 
would p^ for the same article if he purchased it in France or 
in Great Britain ? 

- Mr. AsHWORTH. No; I could not answer that, but that is the- rea- 
son — of course it was the Government that made the case trying to 
establish the fact that it could assess duty upon the highest value. 

The Chairman. It would occur to me— 1 want to get this point 
clear — I am only asking for information — ^it would occur to me that 
if that extra price charged to the exporter in Germany, 150 per cent 
over the price for which the article is sold to the domestic consumer — 
that unless that added price was not in excess of what the purchaser 
would have to pay for that article in France or Great Britain, Germany 
could not sell at all. 

Mr. AsHWORTH. That might be true. 

The Chairman. The price would be so high, 150 per cent above the 
rest of the country or tne rest of the world, that he could not sell it; 
therefore it would occur to me, offhand, that ,the price paid by the 
purchaser, even though 150 per cent above the price tne article is 
sold for at home, that that added price would be not above the price 
he would have to pay for the same article in France or Great Britain. 

Mr. AsHWORTH. I think not, else you would naturally go to 
England or France. 

The Chairman. Now, if that is true, then if he pays the duty on 
$1 or $100, or whatever it may be, then getting off with 40 per cent 
of the actual duty that he would have to pay upon those goods if he 
ptirchased them somewhere else except in (jermany, he would 
naturally go somewhere else. 

Mr. Green. Couldn't we fix that very easily by adding just a few 
words to the present law which now fixes the dutiable price in accord- 
ance with the home market value, by just adding a few words to 
the effect that where the export price was higher, the duty should be 
assessed on that price ? 

Mr. AsHWORTH. It could be based upon the export price, or the 
export value; yes, sir. You could do that. 

The Chairman. You think we could adjust that — that it would 
equalize it ? 

Mr. AsHWORTH. One member of the committee was reading from 
Mr. Brown's testimony, in which he said that he was buying mer- 
chandise in October on the basis of the par value of the poimd sterling; 
that within two months after that he was able to have his merchandise 
entered upon the exchange value. Now, that is true. The President 
issued an executive order on November 13, 1919. Prior to that date, 
we had certificates of depreciation, but they showed the difference 
between the exchange value of the depreciated currency and the 
standard currency, but it was always between the aepreciated 
currency and the standard currency of the coimtry of exportation of 
the merchandise; that is, in England, for instance, if England had 
acknowledged, officially, that there was a difference between their 
gold currency and their paper currency, then we had section 2903 
of the Revised Statutes, which authorized the consul to certify 
that fact on the invoice. In November, 1919, the President issued an 
executive order which permits a comparison, not between the 
depreciated currency of the coimtry and its standard, but between 
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the depreciated currency and United States currency. So that now 
the consul certifies on the invoice that so many marks can be pur- 
chased for a dollar on the date when this invoice is certified, and of 
course that applies to all countries. That was the reason why, 
after November, in England, in arriving at the translation of the 
money into United States currency finally for the purpose of assessing 
duty, we took the value on the exchange value rather than the par 
value of the pound. Prior to that executive order we could not 
do it, and that will explain why Mr. Brown paid duty on a less basis 
than the par value of the poimd sterling. 

Mr. LoNGWORTH. You heard the Chairman read the testimony of 
Mr. Bm^ess. I confess I did not imderstand that. 

Mr. AsHWORTH. I heard it, but I did not imderstand it. 

Mr. LoNGWORTH. I don't understand it at all. I was going to ask 
you if you understood it. 

Mr. AsHWORTH. No, I don't know just what Mr. Burgess meant. 

The Chairman. As I imderstand it, it is this — ^maybe I can make 
myself clear — that in purchasing $1,000 worth of goods in Germany 
for consumption in Germany, $1,000 is the price; if those goods are 
to be brought to this country, to be exported from Germany, the 

Srice is $2,500, and the difference between $1,000 and $2,500 is 
ivided between the Government and the seller, 10 per cent going to 
the seller and 90 per cent to the Government in excess profite taxes, 
but when that article is imported into this country it pays a duty on 
$1,000. 

Mr. AsHWORTH. That is true. 

The Chairman. That is what Mr. Burgess said. 

Mr. AsHWORTH. That is true. I have already stated that in ar- 
riving at the basis we take exchange value where there is a certificate 
of depreciation attached to the invoice. 

The Chairman. The point I am trying to make clear in my own 
mind is that when he pays $2,500 for the German goods, isn't it true 
he would have to pay $2,500 for the same goods in France or Great 
Britain ? Or if he did, it would pay a different rate of duty coming 
from France or Great Britain than though it came from Germany! 

Mr. AsHWORTH. Well, yes; I don't see why he should buy in 
Germany unless he can buy it as cheaply as in England. 

The Ohairman. I think that is the real gist of tne situation. 

Mr. Ashworth. But of course under the law as it has been con- 
strued by the board — and I think correctly construed 

The Chairman (interposing). Do you understand, Mr. Longworth, 
that that was Mr. Burgess' statement? That is my understanding 
of his statement. 

Mr. Longworth. I confess I didn't follow it very accurately. As 
I understand it, Germany had put a separate value on articles when 
they are exported, regardless of what tney may cost when originally 
bought. But of course that would not apply to any other countries, 
because no other country does that. But why would a man buy 
those things for export when he could get the same thing somewhere 
else for substantially the same amount in the other country which 
does not increase jihe price so largely for export ? 

The Chairman. That is the pomt I am trying to bring out. 

Mr. Longworth. So it seems quite absurb that the man should 
buy in Germany under the conditions. 
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The Chairman. And pay more than he would pay for the same 
goods in Great Britain or France. 

Mr. Garner. In the illustration given by Mr. Fordney, where a 
man buys $1,000 worth of goods and the home market price in 
Germany is $1,000 and the export price is $2,500, in paying tne duty 
coming into this country he would pay two and one-half times what 
he now pays. The imports from Germany, according to the figures 
given by the Secretary, are rather small now as compared to 1914. 

Mr. AsHWORTH. Yes. 

Mr. Garner. vSo if you reduce the opportunity afforded to the 
Germans to trade with us by making their goods pay two and a half 
times the duty imposed now, what probable effect would that have 
on our imports from Germany ? 

Mr. AsHWORTH. It would reduce them. 

Mr. Garner. Would not it almost wipe out the opportunity of the 
Germans to ship us goods ? 

Mr. Green. Unquestionably it would, if the German Government 
continued its practice, but we have always fought any attempt on the 
part of foreign governments to put an export duty on their goods. 

Mr. Hawley. They would have the remedy in their own hands 
by making the export price the same as the domestic price. 

Mr. Green. They could make the export price the same as the 
domestic price, and I am inclined to think — although I am just 
speaking now without what might be my conclusion on more mature 
reflection — that if we changed the law in that respect Germany would 
immediately stop putting on what amounts to an export duty on her 
goods. 

Mr. AsHWORTH. Then you would have your home-market price the 
same as the export price. 

Ml'. Garner. Would you mind putting into the record the imports 
I'rom Germany for the first 10 months of 1914? 

Mr. Green. Yes; 1914 and 1913, if it is not too much trouble. 

Ml. AsHWORTH. Yes; I will do that. 

(The matter referred to follows:) 

The following table was prepared in Division of Statistics, Bureau of Foreign and 
Domestic Commerce, Department of Commerce: 

Total value of imports from Germany during the fiscal years ending June SO^ 1914 and 

1920, and from July to October, 1920— -by months. 



July 

August 

September 

October 

November 

December 

6 months . 

January 

February 

March 

April 

May 

June 

12 months 



1913 


1919 


$14,708,935 


$291, 166 


15,626,176 


236,293 


18,809,555 


1,586,963 


14,815,675 


2,157,608 


14,256,993 


3,212,831 


18,272,085 


2,480,523 


96,489,419 


9,965,384 


1914 


1920 


16,256,189 


4,385,975 


14,408,047 


3,881,559 


16,799,063 


7,094,182 


16,477/1086 


6,368,952 


14,661,923 


4,849,850 


14,826,509 


8,540,073 


189,919,136 


45,085,975 



1920 



$10,436,022 

12,488,325 

9,704.772 

8,021,701 
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Mr. Hull. Mr. Ashworth, as to the two prices that Germany has^ 
the home price and the export price, are eacn of those prices in terms 
of depreciated German marks? 

Mr. Ashworth. Oh, yes, there isn't anything else. 

Mr. Hull. Then they have no relation to the world's level in 
prices in gold ? 

Mr. Ashworth. No, all invoices are in depreciated marks. We 
never get an invoice that does not have attached to it the value of 
the mark on the day it was made — or they get it subsequently. 

Mr. Garner. If you know, will you tell us the quantity of goods 
that could be purchased in Germanv in 1913 or 1914 for $1,000 and 
how much can oe purchased now at the home market price for $ 1,000 ? 

Mr. Ashworth. You mean, what is the difference really in the 
actual value at that time ? 

Mr. Garner. The actual cost in dollars. 

Mr. Ashworth. No, I could not tell you, Mr. Garner. 

Mr. Garner. The Secretary in his discussion said that probably 
you could buy in 1913 or 1914 in Germany as much for $1,000 as 
you can now for $1,000 in their depreciatea currency. Now, if 
that is true, then we could get just as much revenue applying to the 
home market invoice from the same amount of goods now that we 
got in 1913 or 1914. . 

Mr. Ashworth. I don't believe there is much difference. 

Mr. Garner. That is the point. 

Mr. Ashworth. It is simply multiplying marks. 

Mr. Garner. So if you multiply it two and a half times, of course 
then you would not pay as much. 

Mr. Hull. To illustrate the actual situation there due to depre- 
ciated currency, some of the American tourists tell me that wnen 
they go over to France or Germany and buy marks or francs with 
gold, that the local salesmen there as soon as they discover that 
they have bought large quantities of domestic currency in gold, 
immediately charge them for goods in the same terms instead of 
selling them goods in terms of tneir money, they will sell them goods 
in terms of depreciated currency. 

Mr. Ashworth. That frequently occurs in commercial transac- 
tions, that the purchaser actually made in United States currency. 
The law provides that that may be done, that you can buy your 
merchandise — that is, you don't buy currency and then buy mer- 
chandise with the currency purchased but you buy your merchan- 
dise at once with United States currency. 

Mr. Hull. In other words, it would be a wholly artificial trans- 
action as compared with the domestic purchasers, who have not 
procured their domestic money by gold purchases. 

Mr. Ashworth. Yes, sir. 

Mr. TiLSON. Mr. Ashworth, wouldn't it be perfectly fair to all 
nations if we made the requirement that duty should be figured on 
the export value, which in no case should be lower than tne home 
value? 

Mr. LoNGWORTH. Greater or higher ? 

Mr. TiLSON. No ; in no case less than the home market price. 

Mr. Ashworth. Yes. 

Mr. TiLSON. Wouldn't that be perfectly fair to all men. 
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Mr. AsHWORTH. I think so. 

Mr. Hull. In what terms do you mean that, in terms of gold or 
terms of local money ? * <* 

Mr. TiLSON. As I miderstand it, it is all reduced to gold anyway. 
So far as the exchange matter is concerned, it disappears, as I see 
it, from this whole transaction, and we have nothing to do with the 
exchange one way or the other. It is simply that there is an arbi- 
trary export value from Germany which makes it unfair and that 
therefore if we would require that in all cases the export value, which 
in no case should be less than the home market value, should be the 
basis of adjustment, that would cure it. 

Mr. Green. The basis of duty. 

Mr. TiLSON. The basis of duty; yes. 

Mr. Garner. If I understand your statement, the equivalent to 
Germany's process of exportation by its merchants is equal to 150 
per cent export duty. 

Mr. AsHwoRTH. Well, I don't know. 

Mr. Garner. If yoij take the illustration given by Mr. Fordney, 
it would xmdoubteoly be true that $1,000 worth of goods purchased 
at the home market, and they required the exporter to pay $2,500 for 
them, then there would be a 150 per cent export duty, 90 per cent 
of it, as I understand it, going into the German treasury and 10 per 
cent to the seller of the goods. 

Mr. Copley. If Mr. Burgess's testimony was correct, and I have 
no reason to doubt it — ^he stated that, for instance, in the line of 
pottery which he was illustrating, as the representative of that 
mdustry, the German wdrkman was getting about 67 cents a day, 
working 10 hours a day, or a little less than 7 cents an hour. So far 
as that illustration in pottery is concerned, the conclusion then must 
be inevitable that the German workman is not getting anywhere near 
as much as the English, the French or American workman, but that 
the German Government is netting it. 

Mr. AsHWORTH. Yes, on the goods exported, unquestionably. 

The Chairman. Is there anyming more that you wish to say, Mr. 
Ashworth ? 

Mr. Ashworth. No, I believe not. 

Mr. TiLSON. After all, that is the value at which it enters our 
market. It seems to me that is what it ought to pay on, whatever 
value it enters our market. 

Mr. Garner. If I may suggest, that illustration seems to me to be 
impossible economically. If the German people are going to charge 
their exporters 150 per cent in order to export to other countries, it 
looks to me as though it is impossible for them to compete with ^ 

anybody. 

Mr. LoNGWORTH. It is practically an embargo. 

Mr. Garner. Certainly. I 

Mr. Frear. Isn't that the purpose of it? ^ 

Mr. Garner. Well, suppose it is; you don't suppose the German 
Government is so silly as to stop all exports in order to settle its 
balances ? * 

Mr. Frear. What other reason is there for placing that increased 
price on it, outside of the question of being a partial embargo and the 
mcome that will go to the German Government ? 
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Mr. Garner. I don't believe it is true; that's all. 

Mr. Bacharach. Don't you think this is true, then, that the reason 
they make it 150 per cent instead of making it 250 per cent is because 
thev still stay under the European market, and, of course, if England 
and. France or other countries exporting the same kind of goods would 
reduce their price, they would naturally have to reduce ii they want 
to sell to this country ? 

Mr. Green. The German Government is moving heaven and earth 
to raise revenue, 
i (Thereupon the committee proceeded to other busmess.) 
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Committee on Ways and Means, 

House of Representatives, 
Washington, D. C, Thursday, December 16, 1920. 

The committee at 10.45 o'clock a. m. proceeded to the consideration 
of legislation for the relief of the wool growers, Hon. Joseph W. 
Fordney (chairman) presiding. 

The Chairman. Mr. Gamer, I believe, has some of his constituents 
here from Texas who desire to be heard in connection with legislation 
for relief of the wool industry. 

Mr. Garner. Mr. Chairman, there are some gentlemen here from 
Texas who want to be heard on the situation obtaining with reference 
to the sheep and wool industry of our State. Mr. Thurmond, the 
treasurer and, I think, secretary of the Sheep and Goat Growers' 
Association of Texas, is here and would like to be heard. 

STATEMENT OF ME. GEORGE M. THUEMOND, SECEETAEY 
AND TEEASUEEE OF THE SHEEP AND GOAT GEOWEES' 
ASSOCIATION OF TEXAS. 

Mr. Garner. State your name and who you represent, so the 
committee may have it. 

Mr. Thurmond. Mr. Chairman and gentlemen of the committee, 
my name is George M. Thurmond. I come from Del Rio, Tex., and 
represent the organization in my State known as the Sheep and 
Goat Growers' Association of Texas, which covers the entire State. 

I want to state to you in the beginning that I am here representing 
a body of men who are 100 per cent Americans. They are engaged 
in a business that is essential to the life of this country. They 
supply the food supply of the country and the clothing supply of 
the country; or, rather, their production contributes to those supplies. 
It is the condition existing in my country and as applied to these 
men that I desire to communicate to those members of the com- 
mittee who do not hail from my section. The member of the com- 
mittee from my section of the country knows full well the conditions 
existing. 

The Chairman. And he is a good protectionist too. 

Mr. Thurmond. He ought to be if he is not. [Laughter.] In the 
beginning, I want to tell you something of the conditions and existing 
business methods. The lands upon which this stock is grazed have 
been purchased by the present owners largely upon credit. Those 
credits are long-time credits bearing a comparatively low rate of 
interest. They are secured by what is known m our State as vendor's 
lien notes, or notes executed as part of the consideration for the 
lands; or they are secured by deed of trust lien executed to companies 
who lend money upon real estate securities. 
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Upon their stock, they carry their indebtedness by what is known 
as chattel mortgage notes. Those notes are executed usually to the 
local bank and by the local bank are rediscounted to the cattle loan 
company or to a correspondent bank in the cities. The chattel 
mortgage loan usually runs for six months with a tacit understandings 
where the loan is upon breeding stock, that the same will be renewed 
when it comes due, and these notes are liquidated by the sale of the 
increase of the lamb crop and a portion of the proceeds of the wool 
and mohair shorn from the flocKs. The running expenses of the 
ranchmen are provided by the Ice j banks wit whic t ey do busi- 
ness upon demand notes, usualy, and those notes of course must 
be paid when the wool or the mohair is marketed. 

The manner in which the local bank carries that paper is to secure 
from the commission merchant or wool factor in the wool centers 
advances upon the accumulation of wool until the same is sold. And 
in our country these advances were had upon the clips that we still 
have on hand and for which we have no market, I may say, to an 
average of about 40 cents a pound. Possibly 35 cents might cover 
it, but I feel I can be absolutely correct when I say between 35 to 4Q 
cents would cover the advance that we have had. This advance 
has been had bv our banks, and our wool men upon the clips that we 
now have on hand, and there is an accumulation in Texas, and 

f rowing from Texas sheep, held now in Boston, of two clips of wooL 
'here also is in sight another clip which we will begin to take off in 
the middle of February of this year, and which will dl be off in Texas 
by the last of May, or perhaps early in June. The banks, or the 
factors who have made these advances, are now calling for the return 
of their money, and we are unable to remit it. 
Mr. LoNGWORTH. Is that grease wool altogether? 
Mr. Thurmond. Yes, sir; we have no scoured wool in Texas; it is 
all shipped in the grease. The consequence is we are in a serious 
condition. We are not in the dire straits of our brother in the busi- 
ness in the Northwest, because of natural conditions surrounding us. 
Our brother in the Northwest is required to feed his flocks through 
the winter. Unless the Almighty visits upon Texas a drought we 
• are never required, and not often, even though in a drought, to feed 
sheep. During the drought that existed in the Northwest in 1918 
and 1919 the people of Texas, whose ranges were excellent, bought 
of the people of the Northwest a great number of sheep at a high 

{)rice. In a large measure this was caused, or contributed to at 
east, by reason of the fact that the Government during that time 
encouraged the people to go into the sheep business and raise wool, 
because we felt that our country was going to require a great deal of 
wool in order that our soldier might be clothed and Kept warm. 
Emissaries were sent out; wool men were gathered into Washington, 
and impressed with the fact that the people back home should be 
encouraged to keep their sheep and to raise wool. 

Now, the people in my country did that. They went into the 
market where the drought threatened to drive the breedi ng flocks 
to market then, and they purchased the breeding ewe. We still 
have them. Some of those ewes were purchased for as high as $19 
a head by men in my coimtry, and shipped from the marketing places 
to the ranges, and they are there now. By reason of the flooding 
of our wool market with foreign wools, and by reason, I fear, of the 
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indiscretion (if I may be excused for so denominating it) of a failure 
to distinguish between credits in the order that went out for deflation, 
our market has been so affected that we have no market for wool. 
By reason of the importation of the frozen lamb carcass our lamb 
market has been practically destroyed. The Northwestemer has 
sent his ewes to market. You gentlemen have already heard of what 
he is getting for them. Now, an isolated case of a shipment I am 
sure all of you are familiar with, where a man got something more 
than 32 cents net per head for 93-pound ewes reminds me (and I mav 
be excused, I hope, if I tell it) of a story related to me by my friena, 
Mr. Hudspeth, tnat occurred in 1893. An old gentleman living in 
the western portion of Texas shipped a cargo of mutton to the mar- 
ket, and his commission man at the market drew on him for the 
freight, and he simply wired back, in response to the draft, ''I will 
send you some more mutton to pay.'' 

Now, that is the condition that jls confronting the sheep men. The 
ewe is being sold, and unless something is to be done, and done 
quickly and effectively, the breeding grounds of this country are 
going to be devastated of the breeding stock of the country — not 
only of sheep, but of cattle. 

I visited the Agricultural Department yesterday, and I learned 
there that the- great accumulation of hind quarters in cold storage of 
foreign beef had been offered to the Army of this country at 10 cents 
a pound for hind quarters — dressed. Now, I need not tell Mr. 
Garner of Texas what that means, because he knows. 

The Chairman. What are you getting for wool in Texas now? 

Mr. Thurmond. We are not getting anything. 

Mr. Garner. There is no market for it. 

Mr. Thurmond. There is absolutely no market for it in Texas or 
anywhere else, that I know of. 

The Chairman. At any price ? 

Mr. Thurmond. At any price. We can not sell wool at all. 

The Chairman, What is the freight from Texas to Boston ? 

Mr. Thurmond. The freight from Texas amounts to a little over 
5 cents a pound; that is, the freight and selling charges. It costs us 
5 cents a pound to market our wool in Boston. 

The Chairman. You raise class 1 wool ? 

Mr. Thurmond. Yes, sir. Practically all of our wool was class 1 
wool, but we have relieved the northwestemer from some of the 
coarser wools and we have got on hand some of the coarser wools in 
Texas by reason of our purchases in the Northwest during the 
drought. ' 

Mr. Treadway. As far as you know, what is the market price 
to-day ? 

Mr. Thurmond. There is no market at all, sir. 

Mr. Treadway. I mean in Boston ? 

Mr. Thurmond. The last sale I heard of in our section of the 
country was of fine wools which netted a seller in Del Rio about 25 or 
26 cents. That is my recollection of the last sale that I know of in 
my section. 

Mr. Garner. And that has not been made in the last two or three 
weeks ? 

Mr. Thurmond. That was made more than 60 days ago. 
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Mr. Garner. I think a gentleman who appeared here the other 
day stated that it was 21 or 22 cents. 

The Chairman. One gentleman said 14 cents. 

Mr. Garner. I do not know, but it really indicates there is no 
market ; nobody wants to buy any wool at tms time. 

Mr. Thurmond. There is no market for wool. At the time that 
sale was made, it was only of a small portion. The circumstances 
were really these: A manufacturer had received an order for a certain 
cloth. The Texas wool would make that cloth. He went into the 
market and bought enough to make up that order. That is exactly 
how that sale occurred, I am sure, because I was told that by the banK 
in Texas with which I am associated. We thought we had our long^ 
wool sold at 42 cents in Boston, and mine, what little bit I have, beinff 
long wool, I was tickled to death; but when the sales came in I found 
that they would not take the long wools at all. 

The Chairman. I do not want to imeiTupt you except for the 
purposes of your argument, but if Congress were to pass immediately 
a tariff law placing a 12-cent duty on wool, either on the first or 
second class, would that relieve the situation? 

Mr. Thurmond. No, sir. I believe the least that would do us any 
good at all, on a tariff basis, would be 33 cents a pound, on scoured 
basis. ' 

The Chairman. This would be 36 cents on the scoured basis ? 

Mr. Thurmond. You are speaking of wool in the grease ? 

The Chairman. 1 am speaking of wool in the grease, a tariff of 12 
cents a pound. 

Mr. Thurmond. Well, sir, I believe if that could be done quickly it 
would be a great relief to us. 

The Chairman. Why I say that, I have before me a bill introduced 
by Mr. Green in this commi ,tee yesterday, which just comes in, and 
I will read it to vou: 

That on and after the day following the passage of this act, for the period of one 
year — 

Of course that can be modified to, say, not to exceed one year. 

* * * there shall be levied, collected, and paid upon all articles described in 
this act, when imported from any foreign country into the United States or into any 
of its possessions (except the Philippine Islands and the islands of Guam and Tutuila) 
the rates of duty which are by schedules and paragraphs of this section prescribed — 

and so on. He mentions other articles and then provides: 

6. Wool commonly known as clothing wool, including hair of the camel, angora 
goat, and alpaca, but not such wools as are commonly known as carpet wools: Un- 
washed, 12 cents per pound. 

Mr. Thurmond. What was that last ? 

The Chairman. "But not such wools as are commonly known as 
carpet wools.'' 

Mr. Thurmond. If that language is put in the bill it won't help 
Texas at all. 

The Chairman. Do you raise carpet wools ? 

Mr. Thurmond. Yes, sir; our short wools. We clip twice a year. 

The Chairman. What would you need on carpet wools? 

Mr. Thurmond. I am not prepared to answer that. 

The Chairman For the purposes of information, under the Payne 
and Dingley tariff laws the duty on carpet wools was 3 or 4 cents a 
poxmd, as I remember it — 3 cents, I believe — ^when valued at not 
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less than 7 cents. Maybe it was a higher price than that, perhaps 
15 cents. And when valued at more than 15 cents a pound, then 
7 cents a pound. Those were the rates provided for in the Dinglej 
and the Payne tariff laws. I can get it accurately for you, but that is 
about it. The 12 cents was the duty at that time on the wools 
of the second class; your grease wools, and fine wools onlv paid a 
duty of 10 cents. Now, Mr. Green puts both class 1 ana class 2 
wools at 12 cents when in the grease. 

Mr, Hull. The bill does not make any provision for a change of 
the present«^rates on carpets and yams ? 

The Chairman. No; it says when imported scoured the duty was 
three times the duty on wool in the grease; when imported washed 
the duty was twice the duty on unwasned wools; all manufactures of 
wool except manufactures of carpet wool, in addition to the rates 
and duties now in force, 12 cents per pound, whether the same be 
wholly or only in part of wool. That would put 12 cents a pound on 
the carpet wools if manufactured, but does not put any duty at all 
on the carpet wools when imported as wools not manufactured or not 
advanced in any way. 

Mr. Rainey. Is there a,nj importation of wool now at all ? 

Mr. Thurmond. At this time ? 

Mr. Rainey. Yes. 

Mr. Thurmond. Yes, sir; it is my understanding they are being 
imported regularly; and in contemplation of tariff legislation, either 
by this Congress 01 the incoming Congress, it is my humble judg- 
ment, sir, a great deal will be unloaded. 

Mr. Rainey. How is it they can sell on our market the imported 
wools and you can not sell yours at all. 

Mr. Thurmond. Because they produce so much cheaper. And 
then the reason we have no market, whenever a buyer goes into our 
market that migjht buy our wools, the English learn the price at 
which we are trying to sell and they undersell us all the time, and the 
market continually goes away from us. 

Mr. Rainey. What are imported wools selling for now — the latest 
prices ? 

Mr. Thurmond. I do not know the latest quotations. 

Mr. Rainey. I mean within the last three weeks. 

Mr. Thurmond. I think they have sold very, very cheaply. I did 
have yesterday the last quotation of aroimd 14 cents, I think. 

Mr. Rainey. But you can not get 14 cents for yours? 

Mr. Thurmond. Well, sir, we can not possibly produce wool at any 
such price. 

Mr. Rainey. I just wanted to understand that. 

Mr. Hawley. Is that 14 cents in the country of origin, or delivered? 

Mr. I^URMOND. That is delivered at Boston. And it costs the 
northwesterner 6 cents, I think, to carry his wool to the market and 
sell it, and it costs us from Texas 5 cents a pound to take it there. 
My understanding is that at the rate foreign wool is selling now in 
Boston, the northwester]^er's wool would net him something like 9 
cents and perhaps ours would do the same thing, or perhaps a little 
more than that. I would not say that authoritatively, oecaiise I 
am not informed. 

Mr. Hull. What kinds of wool and what classes are being prin- 
cipally imported, as to fiber, length, etc., as compared to ours? 
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Mr. Thurmond. Most of the wool imported is fine wool. They 
raise especially fine wool in Australia. I do not know what the 
class of the South American wool is, but the wools that they import 
are very fine wools, and they scour. I think the shrinkage in scour- 
ing their wools is a great deal less than the shrinkage in our wools, sir. 

The Chairman. 1 will say for the benefit of the gentleman, a few 
minutes ago I looked that up in a report of the Department of Com- 
merce, the grades of wool that come in, and the wools of the first 
class had quadrupled in (quantity over the period before the war. 

Mr. Thurmond. Yes, sir. 

The Chairman. While wools of the second class had about doubled. 

Mr. Hull. What I am getting at is whether the imported wools 
come . 

Mr. Thurmond. In competition with our wools ? Yes. 

Mr. Hull. For instance, are all wools of the same class of the same 
fineness, same fiber, and the same length ? 

The Chairman. They are the same breed of sheep. 

Mr. Garner. They are not the same identically, but they are all 
classed the same. 

Mr. Thurmond. As I understand it, wool of the first class covers 
wool of the finest fiber, and the breed of sheep that we call fine wool 
sheep, as distinguished from grease wool sheep. 

Mr. Oldfield. Do you mean to say you can not sell your wool at 
any price, or that you can not sell it except at a great loss, a great 
sacrifice ? 

Mr. Thurmond. My understanding is we can not sell at all. 

Mr. Oldfield. You can not sell ? 

Mr. Thurmond. No, sir; the wool manufacturer is not in the 
market, except for a very small quantity, and the English people 
have been unloading their wool and selling it at auction. 

Mr. Dickinson. Ine manufacturer is buying foreign wool and not 
United States wool ? 

Mr. Thurmond. I do not think he is buying at all now, sir; he is 
through buying. 

The Chairman. A gentleman before our committee the other day, 
Mr. Brown — ^I do not remember the exact language he used — ^who 
was purchasing foreign wool, gave his reasons for purchasing foreign 
wool in preference to American wool. He said it was because he 
could get a wool that was prepared for the market, whereas the 
American wools were not and it required an additional organization 
for them to prepare those wools for use, and they were buying these 
foreign wools cneaper. 

Mr. Garner. And the foreign wools were classed and brought into 
the country in bags of just a particular kind and length, as No. 1 
wool; whereas the wools in this country were never sold that way 
and it took another organization of his department to classify those 
wools. 

Mr. Thurmond. Yes, sir. What he means there, they are tied in 
the bags, and what we call tags and bellies are tied separately and 
the fleece separated. 

Mr. Oldfield. Already scoured and in packages ? 

Mr. Thurmond. No, sir; I should not think so. 

The Chairman. What they call skirted wools ? 
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^r. Thurmond. That is what he means. I am sure some of you 
gentlemen from the wool section know what they call tags. If not, 
I will explain it to you. It means those portions of the animal where 
t,he woolhangs in little, short particles, like on the legs and about the 
udder and the bellies — that portion of the wool shorn off the belly of 
iihe animal. And the woolmen desire that you shall separate that 
from what is known as the fleece, which is the portion of the wool 
shorn from the animal from the thigh, over the hip, and the body of 
the animal. These ought to be tied separately. But let me say to 
yon that is a very difficult thing to do and a thing that is never re- 

S aired to be done except in the shearing of long wools, or a 12-months' 
ip, as we term it. ^ 

Mr. Hull. Could you tell us to what extent the woolen cloth 
joaanufacturing concerns that use that are in operation to-day and 
livhat their output is, as compared with normal ? 

Mr. Thurmond. My understanding is that they are operating upon 
:tibout one-third and one-half time; that they are only putting out 
what they already have orders for. I think that is brought about, 
sir, by reason of this: The retailer is refusing to buy because of the 
unsettled condition of things and because .he thinks he is going to be 
able to buy cheaper, and his stores are stocked with goods that were 
purchased at higher prices, and he is reluctant to turn loose. Now, 
when I used the expression, a while ago, that proper discretion had 
not been used in determining what the order of deflation should 
•cover, those are the securities that I had in mind. In other words, 
the order should have been carefully graded so as to apply especially, 
if not wholly, to securities that could be readily liqmdated. If the 
clothing people had put on sales at the right time, of their present 
istocks of clothing, in my judgment a great deal would have been 
-accomplished to prevent the situation which we find ourselves in 
to-day. 

Mr. Hull. It is true, I think, as probably you will agree, that the 
textile manufacturing situation, in all the textile countries, is practi- 
•cally what has been described here and it is worse in some of them. 

Mr. Thurmond. Well, sir, if it is worse in any country than it is 
here, God help that country. I did not think it was worse anywhere. 
I have understood that the mills in England and the mills in Germanv 
were operating practically upon full prewar time and that the English 
-Government is providing the wool to those mills and the English 
"Government receives as its pay — ^it retains title to the wool and re- 
ceives back from the German mill a finished product in pay for the 
raw wool. Now, that is what the English Government has done. 
We came to the rescue, if I may use the expression, of the groggv 
a;llied nations, at least, and I think that expression is warranted. 
We rescued them. Now we are being ruined and they have already 
arranged and are presenting and sending their wools to the German 
spinner and they take back the finished article in payment for it. 

Mr. Hull. I noticed three or four days ago that at the London 
sales of wools, they had to take off of the market and not offer for sale 
several thousand bales, which comprised probably two-thirds or more 
of the amount they were intending to offer, because there was no 
market for it. 

Mr. Thurmond. Of grease wools, if you please. 
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Mr. Hull. Yes. Now on the German proposition, I think you 
will find that the English Government has wool on hand still, just 
as perhaps our Government has some on hand. 

Mr. Thurmond. Oh, my dear sir, the EngUsh Government has a 
world of wool on hand. 

Mr. Hull. I am not discussing that question, but we agree it has 
wool on hand. 

Mr. Thurmond. Yes, sir. 

Mr. Hull. I think you will find that only a comparatively small 
amount of wool has been sold to Germany by the Englisn Gov- 
ernment; although it is true that certain owners of raw material, 
like wools and cottons, have, on a small scale, however, been fur- 
nishing raw material to certain German manufacturers and retaining 
title to it and so forth. But I think you will find that has not 
amounted to any great sum. 

Mr. Thurmond. Well, sir, it has started, at least in a measure, 
doing some business, and the English people are selling, according 
to my information, to the Austrian spinner 20,000,000 poimds oi 
wool now to be delivered shortly. 

Mr. LoNGwoRTH. Getting back to your financial situation in Texas. 
Did I understand you to* say the notes outstanding against wool are 
against a valuation of 45 cents a pound ? 

Mr. Thurmond. Just about that. 

Mr. LoNGWORTH. That would be about the general average ? 

Mr. Thurmond. Yes, sir. 

Mr. LoNGWORTH. Now, what is going to happen ? 

Mr. Thurmond. Well, I do not Taiow, sir. unless we have some 
aid, I hate to say what I think might happen. 

Mr. LoNGWORTH. How many of those notes are demand notes — 
what proportion ? 

Mr. Thurmond. I think practically all secured upon wool are 
demand notes, sir. 

Mr. LoNGWORTH. So that the banks could call at any moment ? 

Mr. Thurmond. Yes, sir. The reason for making them that way. 
sir, is that they rediscount — they borrow money upon the wool. 

Mr. Garner. The merchant, for instance, buys from the customer 
and puts it in storage. The customer, in turn, goes to the bank 
and borrows money, using this wool as security, and therefore the 
bank is carrying a large portion of the advances made on wool, 
either indirectly through the merchant or directly through the sheep 
grower. 

Mr. Thurmond. And the banker gets his money back from the 
wool center; he advances him the money. 

Mr. LoNGWORTH. Roughly speaking, how much of that is now 
outstanding in Texas ? 

Mr. Thurmond. Well, sir, I could only speak for my immediate 
section (and it would only be a mere estimate and a guess), but I 
should say in my coiuity there is probably between $500,000 and 
$1,000,000 of that kind of money. Would not that be about right, 
don't you think Judge Gamer ? 

Mr. Garner. At least that much in your county. I know in the 
country I live in, which is not as heavily interested in the sheep 
industry and the goat industry as yours, I am pretty certain there 
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is from $400^000 to $500,000 that has been advanced on both sheep 
and wool., 

Mr. Thurmond. Yes, sir. 

Mr. LbNGWORTH. And if called, that would represent an abso- 
lutely total loss to-day ? 

Mr. Thurmond. Yes, sir. 

Mr. LoNGWORTH. Because you have no markets ? 

Mr. Thurmond. Because we have no market. 

Mr. LoNGWORiH. The last price you heard of was 14 cents for 
Texas wool, and only for a sftiall quantity ? 

Mr. Thurmond. Yes, sir. 

Mr. Garner. It is impossible, so far as concerns the conditions 
down there, to come out whole. You can not make any law to make 
them come out. What Mr. Thurmond is seeking is to lose a little 
bit less. 

Mr. Thurmond. There is no question of making any money. We 
are going to lose money, of course. 

Mr. LoNGWORTH. You will lose anyway ? 

Mr. Thurmond. What we are trying to do is to save our lives; 
that is what we are trying to do. 

Mr. LoNGWORTH. And aren't you also trying to save the sale of 
ewes? 

Mr. Thurmond. Yes, sir; to save the life of our industry, I mean, 
sir. 

Mr. LoNGWORTH. In other words, you are in a different situation 
from any other agricultural product. 

Mr. Thurmond, Absolutely. 

Mr. LoNGWORTH. For if you have to sell your producing 
capacity 

Mr. 'Thurmond. We are destroying our plant, you might say. 

Mr. Longworth. You are destroying your plant; you have not 
only destroyed your one year's crop, but you have destroyed the 
possibility of production for years to come. 

Mr. Thurmond. Yes, sir. We are in a different situation from the 
wheat grower or the potato grower or the cotton grower. He can 

?lant another crop and cut nis acreage; he can stop his expense. 
Ve can not; our flocks must be continued; our expense continues^ 
whether we are selling at a profit or are selling at any price at alL 
We have to run these ewes; we can not possibly do anything. And 
if we were required, or are required, to liquidate, we can only do so 
in part by marketing and that means sending to slaughter the she 
stuff of our country. Now, then, when we do that, if that must be 
done, we have destroyed the wool producing plant of this country; 
we have destroyed the very thing that the Government was so anx- 
ious about at the time we entered the last war and ought to have been 
anxious about years before that, in my humble judgment. We have 
destroyed that. But far and beyond that, as a necessary concurrent 
with it, we will destroy the she cattle of the country; because all of 
these sheep men are engaged more or less in the cattle business, and 
all of these banks in that great breeding section of the country, who 
are interested in sheep and carrj^ing sheep loans, are also carrying 
the cattle loans. The cattle man is in not quite such a dire condition 
as we are, perhaps, but he also is standing upon the brink of tne 
precipice, if we destroy the meat producing and the cloth producing 
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industry of this country, in my humble judgment, you have cut the 
tap root of the power of this country, whether it be man power or any 
other power, sir, because it was said frequently during the late war 
that no man can fight on an empty stomach. , 

Mr. LoNGWoRTH. What proportion of your sheep are merino, or 
have you any pure merino sheep ? 

Mr. Thurmond. We have no pure merino sheep. The merino is 
the basis for all of our sheep, but largely our sheep are Ramboulietts, 
and some considerable of them De Laines. Practically all of our 
sheep are fine wool sheep. 

Mr. Collier. Your Rambouliett is the French instead of the Span- 
ish breed ? 

Mr. Thurmond. Yes, sir. 
• Mr. Collier. It has more flesh than the Spanish ? 

Mr. Thurmond. Yes, sir; it has a larger carcass, and perhaps not 
so fine a wool. 

Mr. LoNGWORTH. The question I wanted to get at was whether 
your sheep were other than merino sheep and more valuable. 

Mr. Thurmond. They are larger, sir. A great many of our breed- 
ing rams, sir, are brought from your State. We buy a great many 
of our breeding rams fiom your State. I know of two carloads of 
your rams shipped into my town. However, they were the De 
Laines. But we buy a great deal of our sheep from Ohio, and we 
buy a great many of our breeding lambs from the Northwest, espe- 
cially our Kamboulietts. The people of my section of the country 
were ruined in the sheep business in 1893. They had just gotten on 
their feet since 1893 at this time. The sheepman was on his feet — 
the sheep business — and if you will examine your last census report 
and compare it to the census report for the census of 1910 you will 
find that throughout the years reported in the last census the sheep 
have gradually increased m number in our country, as compared to 
the previous census, the whole thing being a result of the great dis- 
aster that came to the wool business aud'tne sheep business in 1893. 
We had just recovered from it, and now we are met by this situation. 

Mr. Hawley. What about the situation of your banks ? Are they 
of sufBicient financial strength to go on and take the losses occurring 
on these loans if no relief is provided, or will they be caught in the 
general catastrophe? 

Mr. Thurmond. Your question, sir, calls for a thing that I do not 
like to discuss. I have my fears; I know of nothing, nor have I ever 
known in my life of anything that was as cowardly as money. Money 
runs, and it runs quick. I do not want to do anything or to say any- 
thing to scare monev at this time. 

Mr. Hawley. I tnink we understand what you mean. 

Mr. LoNGWORTH. It is your opinion that the only wav of liquidat- 
ing these notes, as against this 45-cent wool, would be the sale of the 
ewes? 

Mr. Thurmond. The only way, unless by some act of Congress we 
can stabilize the market. Now, I do not mean for you to make us 
a market out of which we can make any money, but to stabilize it, 
so that our manufacturer will know that the bottom has been reached. 
Then I believe he will go into our market and buy our wool, and we 
will be able to sell at some price. And I know, sir, from an expe- 
rience of 15 years' residence in the sheep-raising section of my coun- 
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try that if the sheepman and the cowman is given any chance at all 
he is going to get out of this. His sheep will grow him out of it. 
He will tend them, and he will be economical in doing so, and he will 
pay his debts dollar for dollar. There has never been a foreclosure 
in my country of a single piece of stock paper in the courts there in 
all of my experience. 

Mr. Garner. The status of your section of the country is some- 
thing like this, if I understand it: In the first place, they nave a lot 
of wool and mohair on hand that they want to sell, and what you 
are trying to do now is to get a market for it — the best market you 
can get. 

Mr. Thurmond. Yes, sir. 

Mr. Garner. And you would like from Congress some legislation 
to stabilize it. In addition to that, if possible, you would like some 
provision made whereby the banks ana merchants who are carrying 
this paper may continue to carry it for some months to come, in 
order tnat the sheep and goat men and cattlemen may work out 
toward the liquidation of that paper. 

Mr. Thurmond. That is what 1 want. 

Mr. Garner. Now if you do not have either, undoubtedly you 
are going to have considerable disaster in your territory. 

i&. Treadway. What are your own suggestions as to methods of 
stabilization by congressional action ? 

Mr. Thurmond. Well, sir, I hesitate, of course, to suggest to a 
bodv of gentlemen like this 

Mr. Treadway. On the contrary, we are here looking for light 
and advice, and I think a man of your experience is the very kind 
of man we want to look to for suggestions. 

Mr. Thurmond. To be entirely candid with you, if you could 
pass this tariff measure and it would become law immediately, it 
might serve the purpose. But in my judgment, the most effective 
way to do it is by the enactment of an embargo upon foreign sales. 
Now I know when I ask that 

Mr. Treadway. Just a moment. Failing an embargo, you favor 
something along the line of the bill read to you by. the chairman? 

Mr. Thurmond. If it can be done quickly, then for God^s sake 
save us from the unloading that will be indulged in by these for- 
eigners who are flooding and glutting our market and wiU do so to 
a larger extent because of the fact that they know the incoming 
Congress is going to put on a high tariff rate. Now I say if that 
can DC done quickly, it will help. That is a remedy of which I can 
not know the effect and whether it will bring about the desired 
effect, but I know what the embargo will do. It will stop all of 
these importations. 

Mr. Treadway. But we had testimony here the other day there 
is a two-years' supply of wool on hand now. 

Mr. Thurmond. Tnere is a two-years' supply of wool on hand; 
but I want to say to you that if we put this embargo on, then we 
will have reached this. When the next Congress meets, they will 
enact a tariff bill and the manufacturer is going to know that he is 
not going to be able to buy foreign wool except at the price that 
wiU be made by reason of the tariff that is placed upon it, and we 
will stabilize our market. And the manufacturer is no fool, by far. 
He will come out and buy, because we will have that supply on 
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hand. There is no such thmg in the world as an over-supply of 
sheep. There is no such thing. This over supply of wool here this 
surplus of wool, is not a normal condition. It has been brought 
about by abnormal conditions — ^by reason of the inabiUty to trans- 
port the wools from Australia, because of the use of the bottoms 
in the transportation of foods during the war which caused a great 
accumulation of those wools. And it is simply a question of meas- 
uring it out gradually to the people who need it and not to dump 
all of that accumulation at one tune and dump it on we people in 
the United States. Now that is all there is to it. Certainly the 
great minds of this country ought to be able to find a way to do 
that, without causing the disaster that is threatened this industry 
in this coimtry. Then, again — I am talking now about the quick 
remedy — ^we are in this condition, gentlemen: If I may illustrate 
it this way, with your permission, we have financial appendicitis in 
the acute stage. 

We are here; this Government has the medicine chest and it has 
the operating tools. Now we sit here and talk about whether we 
wiU give medicine or shall we operate. I say operate. Now, that 
is my position in the matter. Some of the doctors are going to 
advise that we give it a tariff remedy, internally. Well, I hope — ^I 
believe that uiuess the patient has reached the stage where the 
poison has gone into his system so far that he will not rally as 
against the disease, that that might cure it; but I feel sure that if we 
will go into him, knowing the patient as I do, knowing his strength 
of character, knowing his strength of will, knowing his strength of 
mind — if we will go in and cut out the appendix and take it on now 
and stop the inflamation by an operation, why then I know that the 
patient will get well. 

The Chairman. If you will permit me, I can give you the imports 
of wool for 9 months ending with October, and 12 months ending 
with June. The total importations of wool for 1918 — of course 
those were war times — ^were 330,387,000 pounds. That is for 1918, 
nine months. For 1919, the same months, it was 343,000,000 
pounds. This year it is 225,000,000 poimds, but of that there were 
185,000,000 pounds of wool of the first class. It has greatly 
increased. 

Mr. Thurmond. Yes, sir. 

The Chairman. And for the 12 months ending with June, last, 
there were 337,000,000 pounds of wools of the first class as against 
327,000,000 pounds the year before. Of class 2 wool, there were 
9,957,000 pounds as against 2,383,000 the year before last year; 
class 3 wools, 72,000,000 this year, for the 12 months ending with 
June, as against 84,000,000 the year before. 

Mr. Rainey. How does that compare with the prewar years; have 
you got that? 

The Chairman. I have the prewar years here. For instance, 
class 1, wools in 1908, 1909, 1910, 1911, 1912, 1913, and 1914, I will 
give them to you in millions of pounds: For 1908, 59,000,000; 1909, 
98,000,000 pounds; 1910, 107,000,000; 1911, 55,000,000; 1912, 
68,000,000; 1913, 60,000,000, and, thereafter, down to 9,937,000. 

Mr. Collier. What year was that ? 

The Chairman. That was 1914. These are the fiscal years. 
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Mr. Rainey. What class — ^is that first class ? 

The Chairman. That is wools of the first class. I am speaking 
altogether of wools of the first class; 1914, 155,000,000; 1915, 209,- 
000,000; and 365,000,000 in 1916; 266,000,000 in 1917; 276,000,000 
in 1918 — and I gave you the figures for 1919 in the other. 

Mr. Garner. What was it for 1919? 

The Chairman. For 1919, 12 months ending in June, the total 
was 422,000,000 pounds. And for this year, ending the 30th of 
June, 427,000,000 pounds— or 5,000,000 pounds more than for 1919. 

Mr. Crisp. I would like to ask you a (question, for information. 
What percentage of the wool consumed m the United States in 
normal times was imported ? 

The Chairman. Before the war, in the consumption of about 
525,000,000 pounds of wool in the United States, we produced very 
close to 300,000,000 pounds and imported the balance. 

Mr. Thurmond. Yes, sir. Our production is a little more than 
one-half of our consumption in normal times. 

Now, gentlemen, we were discussing the remedy and I fear that 
my patient has come out from under the anesthetic during the use 
of those figures. However, I am very thankful, indeed, to the chair- 
man for the figures of which he gave me the benefit, and I do not 
make that remark facetiously, but merely in fun. 

The Chairman. Let me add this: Class 3 wools, about which you 
spoke in 1919 brought 43 cents a pound, this year 33 cents. 

Mr. Thurmond. Yes, sir. 

The Chairman. Up to the 30th of June. 

Mr. Thurmond. Yes, sir. 

Mr. Treadway. You said that these loans had been made on the 
basis of a 45-cent value for wool. 

Mr. Thurmond. I think that will be about the average; yes, sir. 

Mr. Treadway. Up to what point do the bankers loan of the 
estimated value ? 

Mr. Thurmond. Well, sir, of course behind every loan is the moral 
element in the loan. The loan is not always based upon the value, 
but to every loan there is a moral element. However, they loan to 
about 75 per cent, or try to, of the value — sometimes not so high and 
sometimes higher. For instance, wool at the time that the buyers 
were suddenly jerked out of the field in my country, was selling at 72 
cents a pound and it dropped over night. The market absolutely 
failed and there was no market, over night. That is what happened 
to us. 

Mr. Treadway. And the banks are carrying that 45 cent value at 
about 34 cents. 

Mr. Thurmond. Oh, no. The banks have loaned about 45 cents 
a pound on that wool. 

Mr. Garner. To give you a concrete illustration, as it were: Here 
is a man who has a thousand head of sheep and he trades with the 
merchant. He shears the wool and brings it into the merchant and 
the merchant advances him on that wool, say, 45 cents — 75 per cent 
of the then value. Now, when the advances were made on a large 
portion of this wool, it was valued at a very high price. 

Mr. Thurmond. Some of it was at a 75-cent price. 

Mr. Garner. Now, as Mr. Thurmond says, there was no one to buy. 
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Mr. Treadway. So now it is away below what the merchant or 
bank has loaned on it ? 

Mr. Thurmond. Yes, sir. 

Mr. Treadway. In other words, the margin of security on the 
collateral to the merchant or banker is wiped out entirely ? 

Mr. Thurmond. Yes, sir. 

Mr. Crisp. That same condition applies to cotton ? 

Mr. Garner. That same condition applies to cotton and the same 
condition applies to cattle, too. 

Mr. Thurmond. Yes, sir. 

Mr. Collier. How much will your Texas wool, on the average^ 
lose in the shrinkage from wool in the grease to wool that is scoured ? 

Mr. Thurmond. About two-fifths, my understanding of it is. 

Mr. Collier. You say this foreign wool does not lose that much in 
shrinkage? 

Mr. Thurmond. No, sir. 

Mr. Treadway. Is not that right along the line of the testimony to 
which the chairman was referring, of Mr. Brown, which I have here 
before nle ? 

Mr. Hawley. You mean 100 pounds of wool in the grease, when 
scoured will make 60 pounds of scoured wool ? 

Mr. Thurmond. I tnink that is the basis upon which we figure it. 

The Chairman. Where are your wools grazed; where you live? 

Mr. Thurmond. Yes, sir. 

The Chairman. I will say to the gentlemen the report of the Tariff 
Commission on wools is very exhaustive and, in my opinion, is one of 
the most valuable documents ever presented to Congress. It shows 
that the cleanest wools produced in the United States are /produced 
in the State of Ohio, where the farmer has his sheep on pasture. 
Then comes Michigan, Wisconsin, and so on. And the Ohio wools, 
100 pounds of wool in the grease, showing the average shipped in "^ 
Ohio, will produce a little less than 50 pounds of wool — about 48 
pounds of wool to 52 pounds of grease. 

Mr. Thurmond. Yes, sir. That is a shrinkage of one-half. 

The Chairman. Then when you get to Nevada and Utah, in the 
sage brush country, where the sand and dirt flies, 100 pounds of 
wool in the grease only washes our 20 pounds of wool to 80 pounds 
of dirt. 

Mr. Thurmond. That is true in the sand country, sir. 

The Chairman. Yes. Now, in jrour country (they gave that, but 
I do not remember the figures), it is a much cleaner wool there than 
further north. 

Mr. Thurmond. In my portion of the country that is true. But ^ 

Texas is an awfully big country and in some portions of my country 
it will shrink greatly; for instance, in the plains coimtry, thisjpart 
of the plains country that engages in sheep raising, by reason of the 
sand storms they have there, the shrinkage is greater. But in my ^ 

immediate section, in the mountain section, the shrinkage is less. 

The Chairman. While skirted wools come into the country, with 
which you come in competition, angoras and Durocks, that is much 
cleaner wool and requires much less washing, and so on, and there- 
fore you come in competition with that class of wool ? 

Mr. Thurmond. Yes, sir. 
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Mr. Dickinson. Is there any importation of shoddy entering 
into the manufacture of cloth in this country that in any wise aflFects 
the _price of domestic wool ? 

Mr. Thurmond. I think it does, materially. I think the impor- 
tation of shoddy and rags aflFects it materially. 

Mr. Dickinson. Would you favor, then, also an embargo on 
importations of shoddy ? 

Mr. Thurmond. I would like to stop the importations of rags 
entirely until legislation had been provided for protecting the Amer- 
ican public against the rag man — not only the American wool grower 
but the purchasing and consuming public. You go into a store, 
sir, and ask for a suit of clothes. They say, all right, sir; here is an 
all-wool suit. What do you think he means ? You think he means 
virgin wool, don't vou? Whereas, possibly three-fourths of the 
fabric of that suit has been made from old rags that have been 
picked up by the rag man and respun. 

Mr. Dickinson. Would you be friendly, then, to the provisions 
of what is known as the Capper bill ? 

Mr. Thurmond. Absolutely. 

The Chairman. For the further information of the gentlemen 
present, I want to tell what I foimd on this question of shoddy, 
m which Mr. Dickinson is so much interested. There are three 
classes of rags on the market when returned to the manufacturer. 
First class rags are the clippings from the tailor shops, new cloth, 
where clothing is made from new cloth. 

Mr. Thurmond. That is right. 

The Chairman. Class 2 rags are the first class or best quality of 
raes picked up by the ragpicker. And class 3 are the poorest kind — 
old woolen mits and horse blankets — all kinds of dirty, worn-out 
rags. 

Mr. Thurmond. Yes, sir. 

The Chairman. Now they are returned to the manufacturer, 
purchased by him, washed and fumigated; then picked back into 
yarn by a machine that is almost human. 

Mr. Thurmond. Yes, sir. 

The Chairman. Then again that yarn is picked back into wool 
fiber. And because of the loss of strength of those old rags, I saw 
in a warehouse several hundred feet long, piled up as high as this 
ceiling, that fiber ready to spin into yarn once more. Now, these 
poorest rags, when spun into yarn once more, will not make a yarn 
strong enough to stand the throw of the shuttle back and forth, and 
so on, because of the shortness of that fiber — perhaps much of it 
not more than a quarter of an inch in length, whereas live wool is 
6 to 8 or 10 inches in length, or more. That strength is so weak 
that that machine, humanlike, wound a little cotton thread aroimd 
that yam to make it strong enough to stand the throw of the shuttle 
through the warp. Now, that is a shoddv. And the poorest grades 
of rag are the coarsest grades of shoddy. 

Mr. Dickinson. We must get rid of that. 

The Chairman. That is to what use rags are put in the weaving 
of cloth. And as this gentleman says, they will sell you an all-wool 
suit of clothes for seven, eight,, or nine dollars in normal times, made 
from old woolen horse blankets and woolen mits. 

27124—21 10 
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Mr. Thurmond. I noticed the gentleman stated we must get rid 
of that. Now there is nobody who hates shoddy worse than J do, 
but* I can not agree with the gentleman that we must get rid of that. 

The Chairman. I do not mean all shoddy is made of that extraor- 
dinary poor grade. 

Mr. Thurmond. I think we ought to use that, but we ought to 
let the American public know wliat he is buying when we use it. 

Mr. Dickinson. By stamping it. 

Mr. Thurmond. Yes; by stamping it absolutely and by making it 
an offense to sell that without stamping it, and by making it an 
offense to manufacture it without stamping it, so that the people will 
know what they are getting. In other w^ords, I do not believe in 
anybody being permitted to humbug the consuming public and to 
use that kind of stuff. And the character of the people who are 
engaged in the gathering of rags — I need not tell you gentlemen who 
they are. If there are any bolsheviks in this country, they are the 
ragmen and the junkmen, and God knows there are some here. 

Mr. Treadway. Let me ask you whether or not in the selling of 
domestic wools you are at any^ disadvantage and competition with 
foreign wool from the fact that the foreign wool comes in better sorted, 
nearer ready for the use of the manufacturer than yours is when it is 
offered on the market ? That is the testimony I referred to that we 
had the other day. Now, is that true ? 

Mr. Thltimond. That is possibly true at the present time, sir. In 
normal times I do not know whether it is true or not, but I apprehend 
it is. You understand the labor in America is much higher than it is 
in those countries; and they can hire people to do those jobs, whereas 
we in America have to pay higher wages, and we have to get along with 
as little labor as we can. " And it takes extra labor to tie these fleeces 
as they suggest. However, the people of the Northwest are properly 
tying their wools. We in my country are beginning to do it now and 
we are insisting upon the woolman properly tying his fleece. That 
might have made some difference at some time and does make a 
difference in the market, because these fleeces have to be sorted and 
they have to employ labor there to sort them that is capable of 
sorting them, and that does cause some difference. I admit that, sir. 

Mr. Treadway. You think the reason why it has not been done 
here fully, to a greater extent than it has in the past, is largely the 
fact of the additional cost it has put on you to make it ready for the 
market ? 

Mr. Thurmond. The additional cost, sir, and the fact our people 
have not been thoroughly educated up to it. 

Mr. Treadway. I tniiik you will be interested in reading the 
testimony to which I have referred, at page 47 of the hearings on 
the exchange fluctuations. 

Mr. Thurmond. By whom ? 

Mr. Treadway. By Mr. Brown. 

Mr. Thurmond. He is a wool manufacturer ? 

Mr. Treadway. A wool importer, and manufacturer also. 

Mr. Thurmond. Yes, sir; I imderstood he testified here he had 
purchased wool in South America at 12 cents a pound. 

The Chairman. My >friend, on the importation of rags, to show 
what position they take, in 1914 we imported $1,202,000; in 1915, 
$1,233,000 worth; and in 1920, for the 12-months period, $6,120,000. 

Mr. Thurmond. Yes, sir. 
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Mr. Treadway. About that rag market, that does not all come in 
competition with yom* wool, of com*se. I come from a paper-making 
country, and we use — I do not know what percentage of the rags — 
part oi the rags imported or the rags gathered. 

Mr. Thurmond. I)o you use a woolen rag in your paper ? 

Mr. Treadway. Oh, no. Is this a woolen rag the chairman is 
referring to? 

The Chairman. Are not the rags used in paper linen rags ? 

Mr. Treadway. Linen rags. Are these entirely of wool ? 

Mr. Thurmond. No, sir; that is all rags. And I admit that not 
all of that comes in competition. But that is measured in dollars, 
and can you imagine a dollar's worth of old rags — what quantity of 
rags that is, even at the present high price of everything. 

Now we were talking about the remedy. I say that an embargo 
ought to be had, but I am met, when I ask that, by the proposition 
that in peace time there has been but once in the history of this 
country, I believe, that such a thing was done. But now there is 
an embargo in England and England is the country that is unloading 
this wool on us to-day. And I am sure you gentlemen know there 
is now an embargo against the shipment into England of a single 
head of live stock. We can not ship it there. And that is not all. 
To illustrate our situation as to this mattei*, you remember we had 
a great American race horse the other dav that won a $75,000 purse, 
I believe it was (I am not familiar with horses, gentlemen, out I 
understood he won a $75,000 purse) in Canada, and it was suggested 
that the horse be taken to England to be entered in the De^by, as I 
recollect it, or some kind of a race that they have there, and I saw in 
the newspaper in my country that he could not go there because he 
was not of pure English blood — he had an American strain in him. 
Now we are trying to save a great industry here and we are told 
that we can not put an embargo on, because 

The Chairman. There is English blood in us. 

Mr. Thurmond. No, sir; because it would not be right to do so, 
and yet for a hundred years we have not been permitted to ship 
into England any live stock whatever and we can not even enter 
our race horse in their races because of the fact that he is not regis- 
tered in the English stud. 

The Chairman. The first figures I gave on rags is in the wool 
schedule, Mr. Tieadwav. 

Mr. Treadway. And had nothing to do with the linen ? 

The Chairman. I think not. 

Mr. Tilson. Assuming that you could not get an embargo and 
a duty should be put on of the kind mentioned m Mr. Green's Dill, of 
12 cents a pound. Would not that tend to stabilize the market, 
even if South American wool should come in at a cost of 12 cents in 
South America, with that duty of 12 cents on it here? It would 
make it come at least to 24 cents a pound, would it not ? 

Mr. Thurmond. What good would that do you, when in the 
Northwest it costs 45 cents to raise wool and m m}'^ country, where 
we raise it somewhat cheaper, it will cost 40 cents ? 

Mr. Green. The rates that were put in my bill were simply used 
as a workmg basis, and it is as high a rate as we ever had on wool ; 
but I concede it probably is not enough to meet the present emer- 
gency. I put them in the bill just as a starting point to indicate I 
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thought no lower rate at least ought to be put there and probably a 
very much higher rate. 

Mr. Thurmond. I should think it should be a higher rate. 

Mr. Bacharach. But even at 12 cents for wool in the grease, it 
would be equivaient to 36 cents on the scoured wool. 

Mr. Thurmond. Gentlemen, what we need is the prevention of 
this stuff coming in. You do not want to give us that. I do not 
care if that prevention rides in an automobile or in a buggy; you can 
caJ] it a tariff or you can call it an embargo. What we want, how- 
ever, is prevention. 

Mr. Green. Let me say right there, that there are certain difficul- 
ties in the way of an embargo. 

Mr. Thurmond. Yes, sir. 

Mr. Green. And we would not encounter those difficulties if we 
put on a tariff rate which had the effect of an emba^go but was nol^ 
called one. 

Mr. LoNGWORTH. If, in addition to a tariff properly placed, we 
should also give you an additional rate which would balance the 
difference in sterling exchange, would that be of any benefit ? 

Mr. Thurmond. That would be of great benefit to us, Mr. Long- 
worth. 

Mr. LoNGWORTH. We would not have to consider anything but 
sterling exchange, would we ? 

Mr. Thurmond. No, sir; because that is the only exchange that 
applies. 

Gentlemen, as I say, what we want is a stabilized market, and while 
I do not believe the tariff carried in your rate, as I understand it in 
the bill, is sufficient (I believe you ought to increase it, especially to 
apply to the difference in the exchange or equalize the exchange), 
it may be that will prevent; but I, of course, am not informed, as you 
gentlemen are, as to the complications we might get into by reason 
of treaty provisions, because I am not familiar with the treaties be- 
tween this country and England if we were to attempt to place an 
embargo on importations, neither do I know what complications we 
may get into if we enact a tariff bill on this side of the Uongress; but 
let me admonish you, if I may use the word, and entreat you — I 
laiow I can use that — to realize the situation that these industries 
are in. ^ 

The Chairman. I think we understand about that. 

Mr. Thurmond. Let both sides of the political parties in our 
country understand it and, for God's sake, if such a thing is possible 
on earth or in the history of this country, let us let no political con- 
siderations enter into the matter. One way or the other, I believe 
that we can all get together and save this industry. 

The Chairman. If your friends on the other side will come with us, 
there is no question about it. [Laughter.] 

Mr. LoNGWORTH. In fact, you won't have so much trouble in this 
building as you will in the other. • 

Mr. Thurmond. I desire to thank the chairman and the committee 
for their very patient hearing and to assure you I very, very greatly 
appreciate it. 

Mr. Hawley. We appreciate the information you have given the 
committee and thank you for it. 

(The committee thereupon adjourned to to-morrow, Friday, 
December 17, 1920, at 10 o clock a. m.) 
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Addenda. 

Arlington Mills, 
Boston, December 11, 1920, 

Hon. JOSBFH W. FORDNEY, 

Hovse of Representatives, Washington, D. C. 

My Dear Mr. Fordney: In behalf of our committee, I thank you for the very 
^reat courtesy which you extended to us during our recent visit in Washington. 
We had not expected to have the hearing at this time, but appreciate greatly your 
kindness in arranging it and the opportunity it gave us to present to you and the 
other membters of the Committee on Ways and Means the serious situation which 
confronts us on account of depreciated exchange. I am confident that we have 
impressed you and the other members with the fact that the prop.er amount of duties 
even intended to be collected under the present law are not being collected, and, 
furthermore, the grave danger that American producers of raw materials and manu- 
iactured articles are subject to on account of the depreciated currency in foreign 
countries which gives such a tremendous advantage to importers at the present time. 

I hope that some definite legislation can be bought about during triis session of 
•Congress to lessen to some extent the flood of imports that are certain to follow as 
soon as you take up the question of the revision of the tariff. If something is not 
done, the country will be flooded with foreign merchandise of all kin^s, and it will 
take a very long time to get ^.ny benefit from the new tariff after it is passed. I am 
«ure that you appreciate this situation far better than I do and that you will use 
every Effort you can to secure some relief. 

If we can be of any further service to you in this connection or if you wish any 
further information please call upon us. You will remember that I was requested 
to submit a financial statement of the Arlington Mills under date of November 29, 
1919, and I inclose that statement herewith. It is, of course, a matter of public 
Tecord and filed with the commissioner of corporations in the Commonwealth of 
Massachusetts. 

Very sincerely yours, 

Franklin W. Hobbs. 

[Storer & Bishop, certified public accountants.] 

Boston, January 27, 1920. 
To the stockholders of the Arlington Mills, Lawrence, Mass. 

Dear Sirs: I beg to advise that I have audited the books of the corporation for 
the year ended November 29, 1919, and hereby certify to the accuracy of the accounts 
as disclosed in the following statement. 

Respectfully submitted. 

Geo. L. Bishop, Aicditor. 



Arlington Mills balance sheet, Nov. 29, 1919. 
JR^esources * 

Real estate $2,369,038.27 

Machinery 5, 104, 925. 05 

Furniture and fixtures 5, 493. 33 

Autos, trucks, and teams 55, 032. 27 

Merchandise 14, 197, 070. 85 

Notes 31, 673. 05 

Accounts receivable 3, 450, 845. 79 

Cash 1,156,044.51 

Prepaid accounts 250, 513. 67 

Patent rights 7, 500. 00 

Total 26, 628, 136. 79 

Liabilities: 

Capital stock 8, 000, 000. 00 

Accounts payable 1, 344, 815. 68 

Notes payable 5, 765, 000. 00 

Reserves 2, 178, 849. 19 

Profit and loss 9, 339, 471. 92 

Total 26, 628, 136. 79 



^ 
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S. Slater & Sons, 
Boston^ Maas.i January df, 1921. 

My Dear Mr. Fordney: A few days ago I received the unrevised committee print 
of the report of the hearings on exchange fluctuations and tariff duties, which con- 
tained my testimony before the committee on December 9, 1920. On this copy I 
indicated certain changes and corrections and returned it to the secretary of the 
committee without delay. I hope it may be possible to incorporate these changes 
in the public copy of the report, since there were many errors in the stenographic 
report, making it appear that I had said certain things which I did not say. 

1 have heard from a number of manufacturers of woolens in criticism of what I 
was reported to have said about the use of reworked stock in the manufacture of woolen 
fabrics. They tell me I was mistaken in giving the impression that no woolen fabrics 
as distinct from worsteds are made without the use of reworked stock, and also in 
giving the impression that no overcoatings are made from worsted yams. 

I understand there are some overcoatings made from worsted yams, although not 
generally so made. 

In r^ard to the use of reworked stock, I personally consider any wool that has 
been reworked, such as roving and other soft wastes, to be reworked stock, but this is 
not the definition under the truth-in-fabric bill. Therefore, from my standpoint, my 
statement regarding reworked stock holds, but from the standpoint of the truth-in- 
fabric bill it aoes not hold. It is only fair to say that the truth-in-fabric bill was not 
mentioned at the hearing and it was not in my mind. 

I am sending you herewith a pamphlet on the subject prepared by the National 
Association of Wool Manufacturers, in which you will find, on pages 21 to 24, a state- 
ment concerning the actual figures for the production of various types of wool fabric 
and the kinds of raw material used in them drawn trom the census of 1914, the latest 
full figures available. While it is impossible to give accurately the percentages of 
materials used and of various types of fabric produced, these figures are, perhaps, the 
most trustworthy statistics on the subject which are available. 

I hope it may be possible in the final print of these hearings to make such corrections 
as will indicate clearly the fact that while reworked wools are used in the manufacture 
of a considerable number of excellent woolen fabrics, there is at the same time & 
substantial yardage of woolen goods made without the use of reworked stock, as defined 
in the truth-in-fabric bill. Lest there be any misapprehension in the matter, I want 
to say in this connection that it does not necessarily follow that all woolen fabrics 
which are made without the use of reworked stock are as good as, or better than^ 
many of the fabrics which are made With the use of good grades ot reworked material. 

If it is not too late, I should appreciate it if this supplementary statement could be 
incorporated in the final print. 
Yours, very truly, 

Jacob F. Brown. 

Hon. Joseph W. Fordney, 

Chairman Ways and Means Committee, 

Washington, D, C. 
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